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Court File No.: CV-23-00706033-00CL

ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF BIOSTEEL SPORTS NUTRITION INC., BIOSTEEL SPORTS NUTRITION
USA LLC, AND BIOSTEEL MANUFACTURING LLC

THIRD REPORT OF KSV RESTRUCTURING INC.

DECEMBER 12, 2023

1.0 Introduction

1. Pursuant to an order (the “Initial Order”) issued by the Ontario Superior Court of
Justice (Commercial List) (the “Court”) on September 14, 2023 (the “Filing Date”),
BioSteel Sports Nutrition Inc. (“BioSteel Canada”) was granted protection under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the
“CCAA”). The Initial Order, among other things, provided for a statutory ten-day stay
of proceedings in favour of BioSteel Canada (the “Stay of Proceedings”) and
appointed KSV Restructuring Inc. (“KSV”) as the monitor of BioSteel Canada (in such
capacity, the “Monitor”).

2. BioSteel Canada, operating on an integrated basis with BioSteel Sports Nutrition USA
LLC (“BioSteel US”) and BioSteel Manufacturing LLC (“BioSteel Manufacturing”), was
a sports nutrition and hydration company focused on high-quality ingredients with a
strong presence in the professional sports market. BioSteel Canada, BioSteel US,
and BioSteel Manufacturing are referred to herein as “BioSteel’. The Stay of
Proceedings under the Initial Order was also extended to BioSteel US and BioSteel
Manufacturing.

3.  On September 17, 2023, BioSteel Canada filed a petition for recognition of its CCAA
Proceeding pursuant to Chapter 15 of Title 11 of the United States Bankruptcy Code
(the “Bankruptcy Code”) with the United States Bankruptcy Court for the Southern
District of Texas, Houston Division (the “US Bankruptcy Court”). On October 11, 2023,
the US Bankruptcy Court entered an order recognizing these CCAA proceedings as
a foreign main proceeding under Chapter 15 of the Bankruptcy Code.
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4. At a comeback hearing on September 21, 2023 (the “Comeback Hearing”), the Court
granted:

a)

an order (the “SISP Approval Order”) that, among other things, approved a sale
and investment solicitation process in the form appended as Schedule “A’
thereto (the “SISP”) to be conducted by BioSteel Canada, with the assistance
of Greenhill & Co. Canada Ltd. (in such capacity, the “Financial Advisor”) and
under the oversight of the Monitor; and

an Amended and Restated Initial Order (the “ARIO”) that, among other things:

o extended the Stay of Proceedings to and including November 17, 2023;
and

° approved the retention of the Financial Advisor, nunc pro tunc, pursuant
to an agreement dated August 24, 2023 between BioSteel Canada and
the Financial Advisor (the “Greenhill Engagement Letter”) and granted a
charge on BioSteel Canada’s property and assets in favour of the
Financial Advisor to the maximum amount of USD$2.5 million to secure
the payment of a transaction fee (the “Transaction Fee”) payable under
the Greenhill Engagement Letter (the “Transaction Fee Charge” and
together with the Administration Charge and the Directors’ Charge, the

“Charges”).
5.  The SISP was carried out in accordance with its terms and culminated in two
transactions:
a) a transaction (the “BioSteel Canada Transaction”) between BioSteel Canada

and DC Holdings Ltd. d/b/a Coachwood Group of Companies (“DC Holdings”)
pursuant to an Asset Purchase Agreement dated November 9, 2023 (the
“BioSteel Canada Purchase Agreement”), for the sale of, among other things,
certain inventory, intellectual property and related assets; and

a transaction (the “Manufacturing Transaction”, and together with the “BioSteel
Canada Transaction, the “Transactions”) between BioSteel Manufacturing and
Gregory Packaging Inc. (“GPI”) pursuant to an Asset Purchase Agreement
dated November 9, 2023 (the “Manufacturing Purchase Agreement”), for the
sale of substantially all of the assets of BioSteel Manufacturing, including
equipment and inventory.

6. On November 16, 2023 the Court granted the following Orders:

an order (the “Ancillary Relief Order”) that, among other things:

o added BioSteel Manufacturing and BioSteel US as applicants in these
CCAA proceedings with such rights, protections, and obligations as are
afforded to BioSteel Canada in these CCAA proceedings, and extending
the Charges to the Property (each as defined in the ARIO) of BioSteel
Manufacturing and BioSteel US (together with BioSteel Canada, the
“Applicants”); and
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o extended the Stay of Proceedings until and including January 31, 2024;

. an approval and vesting order in respect of the BioSteel Canada Transaction
(the “BioSteel Canada AVQ”) that, among other things:

o approved the BioSteel Canada Transaction; and

o upon closing, transferred and vested in DC Holdings, all of BioSteel
Canada’s right, title and interest in and to the Purchased Assets (as
defined in the BioSteel Canada Purchase Agreement) free and clear of
and from any and all claims, liabilities, liens, and encumbrances; and

iii. an approval and vesting order in respect of the BioSteel Manufacturing
Transaction (the “Manufacturing AVO”) that, among other things:

o approved the BioSteel Manufacturing Transaction;

° upon closing, ftransferred and vested in GPI, all of BioSteel
Manufacturing’s right, title and interest in and to the Purchased Assets (as
defined in the Manufacturing Purchase Agreement) free and clear of and
from any and all claims, liabilities, liens, and encumbrances; and

o assigned all rights and obligations of BioSteel Manufacturing in respect of
the lease for industrial operating space in Verona, Virginia.

7. No objections having been filed by the objection deadline stipulated by the US
Bankruptcy Court, on November 30, 2023, without the need for a hearing, the US
Bankruptcy Court entered orders: (i) recognizing the Canadian proceedings of
BioSteel Manufacturing and BioSteel US as foreign main proceedings and giving
effect to the Ancillary Order in the United States, (ii) approving the BioSteel Canada
Transaction, and (iii) approving the Manufacturing Transaction.

8.  On November 30, 2023, the Transactions closed. A Transaction Fee is payable to the
Financial Advisor. In accordance with paragraph 8 of the Ancillary Relief Order, upon
payment of the Transaction Fee to the Financial Advisor, the Transaction Fee Charge
will be automatically terminated and released.

9. The next steps in these CCAA proceedings are to: (i) seek the Court’s approval of a
distribution of a portion of the net transaction proceeds realized from the Transactions
and the Applicants’ cash on hand (the “Cash and Proceeds”) to the Applicants’
secured creditors; (ii) realize on the Applicants’ remaining assets (i.e. those that were
excluded from the Transactions, including accounts receivable); and (iii) prepare to
wind down the remaining business, and eventually bankrupt the Applicants.

1.1 Purposes of this Report
1. The purposes of this report (the “Third Report”) are to:

a) provide background information regarding the Applicants and these CCAA
proceedings;

b)  discuss the Applicants’ proposed distributions of Cash and Proceeds and any
future realizations to its secured lenders;
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c) discuss the Applicants’ request to enhance the Monitor’s powers in these CCAA
proceedings, and provide the Monitor's recommendation with respect to the
foregoing;

d) report on the Applicants’ cash flow projection for the period December 11, 2023
to April 30, 2024 (the “Cash Flow Forecast”);

e) set out the Monitor's basis for its support of an extension of the Stay of
Proceedings from January 31, 2024 until and including April 30, 2024;

f) discuss correspondence with the Applicants’ contract counterparties;

g) discuss the Australian Inventory and the Korean Inventory (each as defined
below);

h)  provide a status update with respect to certain issues that have arisen with
certain of the Applicants’ vendors and suppliers, and the efforts of the Applicants
and the Monitor to resolve these issues; and provide the Monitor's
recommendation that the Court issue an order in the form appended at Tab 3 to
the Applicants’ motion record (the “Distribution, Stay Extension and Expansion
of Powers Order”), among other things:

° authorizing BioSteel Canada, at such time or times as it determines
appropriate, to make one or more distributions to its secured creditor,
Canopy Growth Corporation (“Canopy”), subject to the terms set out in the
proposed Distribution, Stay Extension and Expansion of Powers Order;

o authorizing BioSteel Manufacturing and BioSteel US, at such time or times
as it determines appropriate, to make one or more distributions to the
Administrative Agent (as defined below), subject to the terms set out in
the proposed Distribution, Stay Extension and Expansion of Powers
Order;

o granting the Monitor enhanced powers to direct the Applicants through the
remaining post-closing activities; and

o extending the Stay of Proceedings until and including April 30, 2024.
1.2 Restrictions

1. In preparing this Third Report, the Monitor has relied upon the Applicants’ audited and
unaudited financial information, books and records and discussions with the
Applicants’ management, their legal counsel (Cassels Brock & Blackwell LLP) and
Financial Advisor.

2. The Monitor has not audited or otherwise attempted to verify the accuracy or
completeness of the financial information relied on to prepare this Third Report in a
manner that complies with Canadian Auditing Standards (“CAS”) pursuant to the
Chartered Professional Accountants of Canada Handbook and, accordingly, the
Monitor expresses no opinion or other form of assurance contemplated under the CAS
in respect of such information. Any party wishing to place reliance on the financial
information should perform its own diligence.
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1.3

2.0

2.1

3.0

3.1

An examination of the Cash Flow Forecast as outlined in the Chartered Professional
Accountants of Canada Handbook has not been performed. Future-oriented financial
information relied upon in this Third Report is based upon the Applicants’ assumptions
regarding future events; actual results achieved may vary from this information and
these variations may be material. The Monitor expresses no opinion or other form of
assurance on whether the Cash Flow Forecast will be achieved.

Currency

1.

Unless otherwise noted, all currency references in this Third Report are in Canadian
dollars.

Background

Overview

1.

The affidavit of Sarah Eskandari sworn September 13, 2023, in support of the CCAA
application (the “First Eskandari Affidavit”) provides background information with
respect to the Applicants’ business and operations, including the reasons for the
commencement of these CCAA proceedings. Accordingly, that information is not
repeated in this Third Report.

BioSteel produced consumer products, including ready-to-drink sports drinks
(“RTDs”), hydration mixes and supplements, which were available at retailers across
Canada, the United States and online. Immediately prior to the commencement of
these CCAA proceedings, each of BioSteel Canada, BioSteel US, and BioSteel
Manufacturing placed its respective businesses into hibernation in order to limit
operating costs during the SISP. Limited staff has remained at the expense of Canopy
and its affiliate, throughout these CCAA proceedings in order to, among other things,
support the SISP and the negotiation and closing of the Transactions, and allow the
BioSteel entities to maintain limited operations in order to maintain enterprise value in
support of the foregoing.

Court materials, notices and other information relating to these proceedings, including
the Eskandari Affidavits and the Reports of the Monitor, are available on the Monitor’s
website at the following link: www.ksvadvisory.com/experience/case/biosteel. Copies
of the Prefiling Report of the Proposed Monitor, First Report of the Monitor and
Second Report of the Monitor (all without appendices) are also attached as
Appendices “A”, “B” and "C”, respectively.

Proposed Distributions

Cash and Proceeds Available

1.

The cash balances for each of the Applicants as at December 7, 2023 is provided
below:

Cash and Proceeds Available (000’s)

Cash Proceeds from the Total Cash and
Entity balances Transactions Proceeds
BioSteel Canada CAD $24,805 CAD $10,000 CAD $34,805
BioSteel US uUsb $ 3,372 uUsD $ - USD $3,372
BioSteel Manufacturing UsD $ 67 uUsD $15,000 USD $15,067
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3.2 Canopy

1.

BioSteel Canada is a borrower under a secured demand loan and credit facility (the
“Secured Loan Facility”) with Canopy and its affiliate 11065220 Canada Inc. (“1106”),
each as a co-lender (together, Canopy and 1106 being the “Lenders”), and Canopy
as agent for the Lenders (in such capacity, the “Agent”), pursuant to a tenth amended
and restated loan agreement dated as of July 13, 2023 (the “BioSteel Loan
Agreement”). The obligations under the BioSteel Loan Agreement are secured by a
tenth amended and restated general security agreement also dated as of July 13,
2023 by and between the Agent and BioSteel Canada (the “General Security
Agreement”). Pursuant to the General Security Agreement, BioSteel Canada granted
the Lenders a security interest in all right, title and interest in and to all of its real and
personal or after-acquired property, subject to customary limited exclusions (the
“BioSteel Loan Agreement Collateral”).

As of the Filing Date, the Lenders were owed approximately $366 million, excluding
interest and costs, under the BioSteel Loan Agreement.

The Monitor’'s Canadian legal counsel, Bennett Jones LLP, has provided an Ontario
law opinion to the Monitor that, subject to customary assumptions and qualifications,
the security relating to the BioSteel Loan Agreement creates a validly perfected
security interest in favour of the Agent in the BioSteel Loan Agreement Collateral.

3.3 Wilmington Trust

1.

On March 18, 2021, Canopy and 1106, each as co-borrowers, entered into a credit
agreement (the “Canopy Credit Agreement”), along with, among others, Wilmington
Trust, National Association acting as administrative agent (in such capacity, the
“Administrative Agent”) for the lenders (collectively, the “Lenders”) party to the Canopy
Credit Agreement. Under the Canopy Credit Agreement, a USD$750,000,000 term
loan facility (the “Canopy Facility”) was established, and which Canopy advises was
advanced in full on March 18, 2021. In connection with the Canopy Credit Agreement,
on March 18, 2021, each of BioSteel US and BioSteel Manufacturing entered into a
Guarantee Agreement, pursuant to which each of BioSteel US and BioSteel
Manufacturing, jointly and severally with the other guarantors, unconditionally
guaranteed the due and punctual payment and performance of the Obligations (as
such term is defined in the Canopy Credit Agreement) to the Administrative Agent for
the benefit of the Secured Parties (as defined in the Canopy Credit Agreement). In
addition, each of BioSteel US and BioSteel Manufacturing, in their respective
capacities as pledgors, entered into: (i) a Canadian Pledge and Security Agreement
dated as of March 18, 2021 (as amended and supplemented from time to time, the
“Canadian Security Agreement”) among Wilmington Trust, National Association, in its
capacity as collateral agent (in such capacity, the “Collateral Agent”) for the Secured
Parties, and each of the pledgors party thereto, including each of BioSteel US and
BioSteel Manufacturing (collectively, the “Pledgors”), and (ii)) a US Pledge and
Security Agreement dated as of March 18, 2021 (as amended and supplemented from
time to time, the “US Security Agreement” and together with the Canadian Security
Agreement, the “Security Agreements”) among the Collateral Agent and certain of the
Pledgors party thereto, including each of BioSteel US and BioSteel Manufacturing.
Pursuant to the Security Agreements, each of BioSteel US and BioSteel
Manufacturing granted a security interest in the personal property collateral specified
therein (the “Canopy Credit Agreement Collateral”).
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As at November 1, 2023, approximately USD$430 million was owed in respect of the
amounts advanced under the Canopy Credit Agreement.

The Monitor's U.S. legal counsel, K&L Gates LLP, provided an opinion under New
York state law and Article 9 of the DE UCC to the Monitor that, subject to customary
assumptions and qualifications, the security relating to the Canopy Credit Agreement
creates a validly perfected security interest in favour of the Collateral Agent in the
Canopy Credit Agreement Collateral.

Based on a search conducted in respect of BioSteel US and BioSteel Manufacturing
under the Personal Property Security Act (Ontario) and in the State of Delaware under
the Uniform Commercial Code (“DE UCC”), the only lien registrations identified were
in favour of the Collateral Agent.

3.4 Distributions

1.

The Applicants are seeking authorization to make one or more distributions to Canopy
and the Administrative Agent, as the case may be, of the Cash and Proceeds and any
future realizations, subject to retaining amounts satisfactory to the Monitor sufficient
to pay any amounts secured by the Charges, the Transaction Fee Payment (as
defined in the Ancillary Order), and the estimated costs of the ongoing administration
of these CCAA proceedings and to wind-down the Applicants.

Distributions to Canopy and the Administrative Agent may be subject to additional
upward adjustment and additional future distributions based on other recovery
activities and the liquidation of any remaining monetizable assets.

The Monitor understands that the Applicants may seek a comfort letter or other written
assurances from the relevant taxing authorities before making any distributions.

4.0 Monitor's Enhanced Powers

1.

As a result of the closing of the Transactions, it is anticipated that the current directors
of the Applicants will resign or have their terms end without extension. Accordingly, it
is anticipated that the Applicants will be without a board of directors or officers.

Given the anticipated vacancies, in addition to the Monitor’s powers and duties as set
out in the ARIO or otherwise granted pursuant to a Court order in these CCAA
proceedings, the Distribution, Stay Extension and Expansion of Powers Order
contemplates enhancing the Monitor’s powers (the “Enhanced Powers”), to enable
the Monitor to exercise any powers which would typically be exercised by a director
or officer of the Applicants. The Enhanced Powers would, among other things, cause
the Applicants, through the Applicants’ Assistants (as defined in the ARIO) to, inter
alia:

a) take any and all actions and steps, and execute all agreements, documents and
writings, on behalf of, and in the name of, the Applicants in order to facilitate the
performance of any of the Applicants’ powers or obligations, including, without
limitation, as contemplated by the Transactions (including post-closing matters)
or any Order of this Court;
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b)  engage, retain, or terminate the services of any officer, employee, consultant,
agent, representative, advisor, or other persons or entities. For greater certainty,
any such officer, employee, consultant, agent, representative, advisor, or other
persons or entities engaged or retained pursuant to this paragraph shall
thereafter be deemed to be an Assistant under the ARIO;

c) perform such other functions or duties, and enter into any agreements or incur
any obligations, as the Monitor considers necessary or desirable in order to
facilitate or assist the winding-down of the Applicants, the realization and/or sale
of all of the Applicants’ remaining assets and undertakings not transferred
pursuant to the BioSteel Canada Approval and Vesting Order and the
Manufacturing Approval and Vesting Order, authorizing the distribution of any
net proceeds of the Transactions and/or the Remaining Property, or any other
related activities, including, without limitation, in connection with terminating
these CCAA proceedings;

d) exercise any rights of the Applicants;

e) initiate, prosecute, and/or continue the prosecution of any and all proceedings
and to defend all proceedings now pending or hereafter instituted with respect
to the Applicants, any of the Applicants’ remaining assets and undertakings not
transferred pursuant to the BioSteel Canada Approval and Vesting Order and
the Manufacturing Approval and Vesting Order, or the Cash and Proceeds of
the Applicants;

f) deal with any taxing or regulatory authority, including to execute any
appointment or authorization form on behalf of the Applicants that any taxing or
regulatory authority may require, in order to confirm the appointment of an
authorized representative of the Applicants (which may be a representative of
the Monitor) for such purposes;

g) claim any and all insurance refunds or tax refunds to which the Applicants are
entitled on behalf of the Applicants;

h)  file, or take such actions necessary for the preparation and filing of, on behalf of
and in the name of the Applicants, (i) any tax returns, and (ii) the Applicants’
employee-related remittances, T4 statements and records of employments for
the Applicants’ former employees, in either case, based solely upon the
information in the Applicants’ books and records and on the basis that the
Monitor shall incur no liability or obligation to any person with respect to such
returns, remittances, statements, records or other documents; and

i) take any steps reasonably incidental to the exercise by the Monitor of the
powers listed above or the performance of any statutory obligations.

3. In the absence of any directors and officers of the Applicants, the Monitor is of the
view that the Enhanced Powers are necessary and will help to maximize cost
efficiencies for the benefit of the Applicants’ creditors. As such, the Monitor views the
granting of the Enhanced Powers as reasonable and appropriate in the
circumstances.
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5.0 Cash Flow Forecast

1.

The Applicants, with the assistance of the Monitor, have prepared the Cash Flow
Forecast for the period December 11, 2023 to April 30, 2024 (the “Forecast Period”).
The Cash Flow Forecast has been prepared for all of the Applicants on a consolidated
basis. The Cash Flow Forecast and the Applicants’ statutory report on the cash flow
pursuant to Section 10(2)(b) of the CCAA is attached as Appendix “D”.

The Cash Flow Forecast contemplates that BioSteel will continue skeleton operations
in connection with the liquidation of any monetizable assets and that the remaining
operations are wound down thereafter. Any potential distributions have been excluded
from the Cash Flow Forecast pending the Distribution, Stay Extension and Expansion
of Powers Order being granted by this Court.

The Cash Flow Forecast reflects that the Applicants will have sufficient liquidity
through the Forecast Period.

Based on the Monitor’s review of the Cash Flow Forecast, the cash flow assumptions
appear reasonable.

The Monitor’s statutory report on the Cash Flow Forecast is attached as Appendix “E”.

6.0 Stay Extension

1.

The Stay of Proceedings is currently set to expire on January 31, 2024. The Applicants
are requesting an extension of the Stay of Proceedings until and including April 30,
2024 to allow time for the Applicants to realize on any remaining monetizable assets,
collect on any remaining accounts receivable, and conduct a wind-down of their
remaining business.

The Monitor supports the request for an extension of the Stay of Proceedings for the
following reasons:

a) the Applicants have been acting, and continue to act, in good faith and with due
diligence;

b)  the Monitor does not believe that any creditor will be prejudiced by the extension
being sought;

c) it will provide the Applicants the time required to liquidate any remaining
monetizable assets;

d) as of the date of this Report, the Monitor is not aware of any party opposed to
the proposed extension; and

e) based on the Cash Flow Forecast, the Applicants are projected to have
sufficient liquidity until April 30, 2024.
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7.0 Other matters

7.1 Correspondence with Contract Counterparties

1.

On December 1, 2023, BioSteel Canada issued a notice of disclaimer to its landlord
in respect of the office lease for its Toronto office space as the lease was not an
“assumed contract” under any of the Transactions.

With respect to the Applicants’ other contracts, on December 6, 2023, the Applicants,
with the consent of the Monitor, delivered a letter to substantially all of their contract
counterparties, confirming that the applicable BioSteel entities would not perform their
contractual obligations under the applicable agreements, the counterparty was free to
terminate the contract, and such party would be given the opportunity to submit a
proof of claim if a claims process is conducted. The letters were not delivered to
counterparties whose contracts were assumed pursuant to the Transactions or
vendors whose services are expected to be necessary to complete these CCAA
proceedings. In the Monitor’s view, the correspondence delivered was appropriate as
the Applicants have no ability to perform under the contracts and there is no
anticipated recovery for unsecured creditors.

7.2 Coldhaus Dispute

1.

Coldhaus Direct Inc. (formerly Coldhaus Distribution Inc.) (“Coldhaus”) was a provider
of warehousing and distribution services to BioSteel pursuant to a Distribution
Agreement dated as of January 27, 2021, as amended, and a Warehouse Fulfillment
Agreement dated as of February 10, 2021, as amended. On the warehousing side of
the business, BioSteel would pay Coldhaus to provide storage, packing and shipping
of BioSteel-owned finished product to various retailers and other outlets. On the
distribution side, Coldhaus would purchase finished product from BioSteel and had
the right to sell such products as a non-exclusive distributor for specified trade
channels defined in the Distribution Agreement as the “Territory”.

Based on the records of BioSteel, and the records disclosed to BioSteel and the
Monitor by Coldhaus to date, a considerable balance remains due and payable to
BioSteel for products purchased by Coldhaus pursuant to the Distribution Agreement.
BioSteel and the Monitor have been working with Coldhaus for several weeks to
reconcile final balances and recover this receivable for the benefit of BioSteel's estate.
However, the parties have not been able to come to a consensual agreement at this
time. Given the protracted nature of these discussions, BioSteel and/or the Monitor
may be required to seek the Court’s direction in resolving this matter.

7.3 Australian Inventory

1.

During these CCAA proceedings, the Applicants made the Monitor aware of certain
RTD inventory which was being held at a storage facility in Australia (the “Australian
Inventory”). The Australian Inventory was originally sent to Australia to satisfy a pre-
filing customer order with an Australian-based international distributor, Billie Bob
International.
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The Monitor was advised that, prior to the commencement of these CCAA
proceedings, the sale to Billie Bob International was not completed, resulting in the
Australian Inventory sitting idle in international storage. As a result, the Australian
Inventory has continued to generate both pre-filing and post-filing international
storage fees.

The Applicants have advised the Monitor that (a) the Australian Inventory has
between 12 and 15 months of shelf life remaining, (b) any sale of the inventory would
require consent from Billie Bob International, since the packaging uses Billie Bob
International’s name and address, and (c) the Applicants are uncertain about the
merchantability of the Australian Inventory and whether it is safe for consumption
given the length of time and conditions under which it has been in storage.
Accordingly, it is unclear to the Monitor whether it would be permitted under Australian
law to sell the Australian Inventory into the Australian market. In light of these
circumstances, the Applicants have informed the Monitor that they intend on
destroying the Australian Inventory.

Given the uncertainty with respect to the Australian Inventory, the Australian Inventory
was designated as an excluded asset in the BioSteel Canada Transaction. As of this
Third Report, the Monitor continues to engage with the Applicants and the
international storage vendor with respect to destruction of the Australian Inventory.

7.4 Korean Inventory

1.

On December 5, 2023, BioSteel received a letter from Omni Logistics (“Omni”)
advising that there is certain RTDs inventory detained at a portside facility in South
Korea (the “Korean Inventory”). The letter further detailed that the Korean Inventory
had expired in March 2023, and asked for BioSteel’s direction to confirm whether
Omni could proceed with proper disposal.

As the Korean Inventory was long past expiry and unsaleable, the Monitor consented
to the Applicants authorizing that a proper disposal take place. Accordingly, on
December 7, 2023, BioSteel informed Omni to proceed with disposing of the Korean
Inventory.

8.0 Conclusion and Recommendation

1.

Based on the foregoing, the Monitor respectfully recommends that this Honourable
Court grant the Distribution, Stay Extension and Expansion of Powers Order.

All of which is respectfully submitted,

%(g e @57%&7@7 Ine..

KSV RESTRUCTURING INC.,

IN ITS CAPACITY AS MONITOR OF
BIOSTEEL SPORTS NUTRITION INC,,
BIOSTEEL SPORTS NUTRITION USA LLC,
AND BIOSTEEL MANUFACTURING LLC
AND NOT IN ITS PERSONAL CAPACITY
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Pre-Filing Report of September 14, 2023
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COURT FILENO.: ®

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,

R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF BIOSTEEL SPORTS NUTRITION INC.

PRE-FILING REPORT OF KSV RESTRUCTURING INC.
AS PROPOSED MONITOR

September 14, 2023

1.0 Introduction

KSV Restructuring Inc. (“KSV”) understands that Biosteel Sports Nutrition Inc.
(“BioSteel Canada” or the “Applicant”) intends to make an application to the Ontario
Superior Court of Justice (Commercial List) (the “Court’) under the Companies’
Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”), for an
initial order (the “Initial Order”), among other things, granting BioSteel Canada relief
under the CCAA, and appointing KSV as monitor in these proceedings (in such
capacity, the “Monitor”).

BioSteel Canada, operating on an integrated basis with BioSteel Sports Nutrition USA
LLC (“BioSteel US”) and BioSteel Manufacturing LLC ("BioSteel Manufacturing”), both
of which are not applicants in these proceedings, is a sports nutrition and hydration
company focused on high-quality ingredients with a strong presence in the
professional sports market. BioSteel Manufacturing and BioSteel US are jointly
referred to as the “Non-Applicant Stay Parties” and, together with BioSteel Canada,
“BioSteel”. As described below, while the Non-Applicant Stay Parties are not
applicants in these proceedings, it is requested that certain limited protections be
extended to them.

The principal purpose of these CCAA proceedings is to create a stabilized
environment to enable BioSteel Canada to temporarily hibernate its business while
undertaking a court-supervised sale and investment solicitation process (the “SISP”)
for BioSteel's assets and business with the view of identifying and completing a sale
transaction. No relief is being sought at the initial application in respect of the SISP.

If the Initial Order is granted, BioSteel Canada intends to return to Court within ten
days (the “Comeback Motion”) seeking approval of an Amended and Restated Initial
Order and SISP Approval Order (each as defined and discussed below).
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The Affidavit of Sarah S. Eskandari, General Counsel of the Applicant, sworn
September 13, 2023 in support of the CCAA application (the “Eskandari Affidavit”),
provides, among other things, background information concerning BioSteel and its
business, as well as the reasons for the commencement of these CCAA proceedings.’

If the Court grants the relief set out in the proposed Initial Order, the Court materials
filed in these proceedings will be made available by KSV on its case website at
www.ksvadvisory.com/experience/case/biosteel (the “Case Website”).

K8V is filing this report (the “Pre-Filing Report”) as proposed Monitor. If the Initial
Order is granted, the Monitor will file a subsequent report in respect of the relief to be
sought by the Applicant at the Comeback Motion, which report will also detail any
matters that have arisen since the date of this Pre-Filing Report.

1.1 Purposes of this Pre-Filing Report

1.

The purposes of this Pre-Filing Report are to:
a) provide KSV’s qualifications to act as Monitor;

b)  provide certain background information about BioSteel Canada and its financial
position;

c) report on the Applicant’s cash flow projection (the “Cash Flow Forecast”) for the
Initial Forecast Period (as defined below);

d) discuss the rationale for the following aspects of the Initial Order:

i. a charge in the amount of US$750,000 (the “Administration Charge”) on
all of the Applicant’s current and future assets, property and undertaking
(collectively, the “Property”) to secure the fees and disbursements of the
Applicant’s legal counsel, the fees and disbursements of legal counsel to
the Special Committee (as defined below), the fees and disbursements of
the Monitor and its independent legal counsel, Bennett Jones LLP
(“Bennett Jones”) and the monthly fees of the Financial Advisor (as
defined below);

ii. a charge in the amount of US$1,279,000 (the “Directors’ Charge” and
together with the Administration Charge, the “Charges”) on the Property in
favour of the Directors and Officers (as defined below);

iii. the proposed priority of the Charges in the Initial Order;
iv. a provision authorizing BioSteel Canada to pay certain pre-filing

obligations to essential suppliers of BioSteel, subject to first obtaining the
Monitor’s consent;

' Ms. Eskandari also serves as General Counsel for the Non-Applicant Stay Parties.
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1.2

1.3

1.4

V. extending the benefit of the stay of proceedings to the Non-Applicant Stay
Parties and their respective Directors and Officers; and

vi. a provision authorizing BioSteel Canada to act as the foreign
representative in respect of these CCAA proceedings for the purpose of
having orders issued in these CCAA proceedings from time to time
recognized and approved in a jurisdiction outside of Canada, and
authorizing BioSteel Canada to apply for foreign recognition and approval
of these CCAA proceedings, as necessary, in any jurisdiction outside of
Canada, including the United States pursuant to chapter 15 of title 11 of
the United States Code, 11 U.S.C. §§ 101-1532 (the “Bankruptcy Code”);
and

e) provide the proposed Monitor's recommendation regarding the relief sought by
BioSteel Canada in its CCAA application materials.

Scope and Terms of Reference

1.

In preparing this Pre-Filing Report, KSV has relied upon the Applicant’s unaudited
financial information, books and records, information available in the public domain
and discussions with the Applicant’'s management and legal counsel.

KSV has not audited or otherwise attempted to verify the accuracy or completeness
of the financial information relied on to prepare this Pre-Filing Report in a manner that
complies with Canadian Auditing Standards (“CAS”) pursuant to the Chartered
Professional Accountants of Canada Handbook and, accordingly, KSV expresses no
opinion or other form of assurance contemplated under the CAS in respect of such
information. Any party wishing to place reliance on the financial information set out
herein should perform its own diligence.

An examination of the Cash Flow Forecast as outlined in the Chartered Professional
Accountants of Canada Handbook has not been performed. Future-oriented financial
information relied upon in this Pre-Filing Report is based upon the Applicant’s
assumptions regarding future events; actual results achieved may vary from this
information and these variations may be material. KSV expresses no opinion or other
form of assurance on whether the Cash Flow Forecast will be achieved.

Currency

1.

Unless otherwise noted, all currency references in this Pre-Filing Report are in
Canadian dollars.

KSV’s Qualifications to Act as Monitor

1.

KSV is a licensed trustee within the meaning of subsection 2(1) of the Bankruptcy and
Insolvency Act (Canada) (the “BIA”). KSV is not subject to any of the restrictions to
act as monitor set out in Section 11.7(2) of the CCAA.

KSV has consented to act as monitor in these proceedings should the Initial Order be
granted. A copy of KSV’s consent to act as Monitor is attached hereto as
Appendix “A”.
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KSV has experience acting as CCAA monitor and other court-officer capacities in
insolvency proceedings. KSV Advisory Inc. (“KSV Advisory”), an affiliate of KSV, was
engaged by the Applicant on August 5, 2023 to assist with financial analysis and other
strategic initiatives. During its engagement, KSV Advisory obtained an understanding
of the Applicant’s business. This knowledge will assist KSV to fulfill its duties as
Monitor if the Initial Order is granted.

Neither KSV nor any of its representatives or affiliates has at any time in the past two
years been: (a) a director, officer or employee of the Applicant; (b) related to the
Applicant, or to any director or officer of the Applicant; or (c) the auditor, accountant
or legal counsel, or a partner or an employee of the auditor, accountant or legal
counsel, of the Applicant.

2.0 Background

2.1 Corporate

1.

The Eskandari Affidavit provides detailed background information with respect to
BioSteel's business and operations. Accordingly, that information is only summarized
in this Pre-Filing Report.

BioSteel Canada, formerly BioSteel Sports Supplements Inc., was incorporated in
Ontario on August 26, 2009 under the Ontario Business Corporations Act, and later
continued under the Canada Business Corporations Act. The Applicant is extra
provincially registered in Alberta, the Northwest Territories and Ontario, and is also
registered as a foreign profit corporation in the state of New Jersey.

BioSteel US and BioSteel Manufacturing operate with BioSteel Canada on an
integrated basis to manufacture, market and distribute the BioSteel Products (as
defined below). While the Non-Applicant Stay Parties are not subsidiaries of BioSteel
Canada, they are significantly intertwined in BioSteel Canada's business. The Non-
Applicant Stay Parties were created to support the expansion of BioSteel in the North
American market. A copy of the group’s simplified organizational chart is attached
hereto as Appendix "B”.

BioSteel US provides sales and marketing services to BioSteel Canada in the United
States and is incorporated in Delaware. BioSteel Manufacturing serves as the
production and manufacturing operation of certain of BioSteel Canada’s RTDs
(defined below). The company was incorporated in Delaware on October 8, 2019 and
operates BioSteel's manufacturing operations located at a production facility in
Verona, Virginia (the “Verona Facility”).

2.2 Acquisition by Canopy

1.

In October 2019, the then-shareholders of BioSteel Canada and Canopy Growth
Corporation (“Canopy”) entered into a share purchase agreement (the “SPA”)
pursuant to which Canopy agreed to acquire approximately 72% of the issued and
outstanding shares of BioSteel Canada. Subsequent to the completion of the SPA
transaction, Canopy completed an incremental equity investment in the Applicant
increasing its ownership percentage to 76.7%.
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In connection with the SPA, Canopy, BioSteel Canada and the now minority
shareholders of BioSteel Canada entered into a unanimous shareholders agreement
to establish and govern their rights, obligations and relationship in connection with the
equity interests of BioSteel Canada.

In October 2022, following certain other incremental equity purchases, Canopy
exercised its option to purchase one-half of the minority shareholders' remaining
shares in BioSteel Canada and all of the shares held by certain optionholders that
were acquired pursuant to the exercise of stock options. As of December 2022,
Canopy owns approximately 90.4% of the outstanding voting common shares of
BioSteel Canada.

2.3 Business of the Applicant

1.

BioSteel is a sports nutrition and hydration company in the business of manufacturing
and selling ready to drink sports drinks (“RTDs”), hydration mixes and supplements
with high quality ingredients for sale at retailers across Canada, the United States and
online. The primary distribution channels include, among others, food retailers,
convenience stores, gas stations and online platforms, including through its own
website. BioSteel also has a strong presence in the professional sports market.

BioSteel’s products (collectively, the “BioSteel Products”) include:

a) RTDs — These products are bottled natural, sugar free, sports drinks, with more
nutrients than other drinks offered on the market. The RTDs are packaged in
eco-friendly Tetra Pak Prisma Aseptic cartons.

b)  Hydration Mix - The powdered Hydration Mix is a market alternative to RTDs
and is intended to be mixed with water before consumption. RTD and Hydration
Mix come in numerous staple and limited-time flavours.

c)  Other - BioSteel also sells numerous supplement products, including specialty
nutrition and protein powders, as well as BioSteel-branded merchandise.

In addition to its significant investments in rights to “rinkside” advertisements, use of
proprietary logos and social media participation, the Applicant also has agreements
with professional sports teams such as the Toronto Blue Jays, athletic organizations
such as the National Hockey League (the “NHL”), and endorsement arrangements
with numerous individual professional athletes. These endorsement and sponsorship
parties provide market exposure and awareness of Biosteel's products on sponsored
social media accounts, marketing campaigns, in-game and in-arena branding during
sports games, and the rights for certain of Biosteel's trademarks to appear in
advertising campaigns and video games.

Biosteel's most notable and significant sponsorship agreement is with the NHL and
the National Hockey League Players Association (the “NHLPA”). Both BioSteel
Canada and BioSteel US have signed the sponsorship agreement with the NHL and
NHLPA, as well as certain related agreements for the services of specific NHL players.
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Between October 1, 2023 and March 31, 2024, the upcoming payments scheduled to
come due under the various endorsement and sponsorship agreements is
approximately $12 million. The Applicant does not intend to use the services of these
counterparties following the commencement of these CCAA proceedings and, as a
result, does not intend to make any of these upcoming payments.

2.4 Employees

1.

Prior to the Termination Event (as discussed and defined below), approximately 190
individuals worked at BioSteel (collectively, the “BioSteel Employees”). As of the date
of this Pre-Filing Report, approximately 90 of the BioSteel Employees were providing
services at the Verona Facility with the remaining BioSteel Employees working in
sales, marketing or other corporate capacities.

All of the BioSteel Employees are employed by Canopy or Canopy Growth USA, LLC
(“Canopy US”). As a result, Canopy or Canopy US, as applicable, is responsible for
the remuneration of the BioSteel Employees as well as administering the relevant
source deductions. Prior to the Termination Event, the aggregate monthly payroll for
the BioSteel Employees was approximately $1.7 million.

Pursuant to their respective Master Services Agreements, employee pay incurred by
Canopy or Canopy US for the BioSteel Employees is passed down to the Applicant as
an intercompany payable. Due to the Applicant’s liquidity issues, the obligations
payable to Canopy or Canopy US for employee related costs have not been paid since
March 2023. KSV understands that Canopy has continued to pay the employees and
remit source deductions notwithstanding BioSteel Canada's failure to pay the charges
when due.

The BioSteel Employees are not unionized and the Applicant does not maintain any
registered pension plans.

Historically, the only person employed by BioSteel was BioSteel Canada's Co-founder.
However, on August 18, 2023 the co-founder resigned all positions at the company,
including as a director or officer, and the company waived any obligation for them to
continue working as of that date.

The proposed Monitor understands that on September 14, 2023, Canopy and Canopy
Growth US will be terminating (the “Termination Event”) 69 BioSteel Employees (the
“Terminated Employees”). The proposed Monitor further understands that Canopy
and Canopy Growth US have agreed to retain a limited number of BioSteel Employees
to assist with certain necessary continuing services during the pendency of these
proceedings (the “Retained Employees”).
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2.5 Financial Performance

1.

Despite the growth of its business, the Applicant’s financial challenges have persisted.
As a result, the Applicant incurred total losses of approximately $191.1 million in its
most recent fiscal year ending March 31, 2023, as summarized below:

52 weeks ended March 31, 2023
($000s)

Sales 24,274
Cost of sales 90,784
Gross profit (66,509)
Gross profit % (274%)
Ordinary expenses 114,044
Other expenses 10,553
Net loss (191,106)

As discussed in greater detail in the Eskandari Affidavit, the Applicant continued to
incur significant ongoing financial losses as it attempted to expand its market share
within North America. The resulting liquidity crisis has been compounded by
BioSteel's high production costs, which have historically resulted in negative gross
margins on its RTD and Hydration Mix products.

A growing number of trade creditors and product endorsement partners are now
placing the Applicant on credit hold and/or are demanding immediate payment of past-
due obligations and/or threatening to terminate or sending termination notices for
certain agreements. The Applicant does not have the liquidity available under its
demand loan facilities to fund the arrears payments owing to these creditors and/or
contract counterparties.

In addition, Canopy is no longer willing to fund BioSteel’s operating costs and, absent
filing for CCAA protection and support from Canopy, the Applicant will not have the
liquidity required to fund its immediate operational needs.

2.6 Formation of the Special Committee

1.

Canopy and BioSteel, in late 2022, undertook a broad marketing process to seek an
additional investment in or the sale of BioSteel. The proposed Monitor understands
that the process returned no bids for a going concern sale.

In the summer of 2023, a special committee of the Applicant's board was formed (the
“Special Committee”) to explore certain strategic alternatives for the Applicant,
including a renewed focus on sale efforts. The Special Committee engaged the
Financial Advisor to assist in develop a process to gauge and solicit interest in
BioSteel. This process yielded interest, however, all indications of interest submitted
were highly conditional with no corresponding offer to fund the BioSteel business
during the diligence period.

In light of the foregoing, the proposed Monitor understands that the Special Committee
has determined that seeking the benefit of Court protection will provide the best
opportunity to maximize the value of BioSteel for all stakeholders.
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2.7 Financial Position

1.

The Applicant’s unaudited, internal balance sheet as at the most recent fiscal year end
of March 31, 2023 is provided below.

Book Value
Description ($000s)
Cash 6,104
Accounts receivable 26,686
Inventory 63,778
Prepaid expenses and deposits 15,669
Property, plant and equipment 735
Other assets 124
Total Assets 113,096
Accounts payable 30,926
Accrued liabilities 29,173
Sales tax payable 417
Intercompany interest and trade payables 6,293
Due to Canopy 313,830
Lease liability 168
Other long-term liabilities 208
Total Liabilities 381,015
Equity (267,918)
Total Liabilities & Equity 113,096

The following is a brief description of certain material line items on the Applicant’s
balance sheet:

a) Accounts receivable — Reflects amounts owed by third party customers located in
North America. As at August 31, 2023, the Applicant had accounts receivable of
approximately $25.7 million, of which approximately $22.7 million was aged less

than 60 days.

b) Inventory — Inventory is primarily comprised of unprocessed raw materials used at
the Verona Facility and finished inventory held at various warehousing and storage
facilities pending its sale and distribution. As at August 31, 2023 inventory was

approximately $63.8 million.

c) Accounts payable — mainly consist of trade payables owing to suppliers. This

amount has increased to approximately $40.4 million as of September 11, 2023.

d) Due to Canopy — Reflects the balance of the demand loan facilities owed to Canopy.
These facilities provided operating capital historically used to fund payroll (through
the Master Service Agreement arrangements), manufacturing costs under the CMO
agreements, sponsorship and endorsement payments, and other operations as
BioSteel worked to expand within the North American market. This amount has
increased to approximately $366 million, before interest, as of September 11,2023.
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2.8 Secured Creditors

BioSteel Loan Agreement

1.

The Applicant is funded primarily through a secured demand loan and credit facility
(the “Secured Loan Facility”) with Canopy and 11065220 Canada Inc (“11065220”) as
co-lender (together, the “Lenders”) pursuant to a loan agreement (as amended from
time to time, the “BioSteel Loan Agreement”).

Pursuant to the terms of the BioSteel Loan Agreement, the Lenders established the
Secured Loan Facility in favour of BioSteel Canada. The Secured Loan Facility is
comprised of various revolving and non-revolving tranches which totaled a
consolidated maximum credit of approximately $389.5 million. The Applicant currently
owes Canopy the principal amount of $69,729,929.65, plus accrued and unpaid
interest as at July 31, 2023 of $5,122,161.77 and owes 11065220 the principal amount
of US$218,452,976.56, plus accrued and unpaid interest as at July 31, 2023 of
US$16,336,604.82.

The BioSteel Loan Agreement and the underlying indebtedness is secured by a tenth
amended and restated general security agreement dated as of July 13, 2023 by and
between the Lenders and BioSteel Canada (the “Security Agreement”). Pursuant to
the Security Agreement, BioSteel Canada granted the Lenders a security interest in
all right, title and interest in and to all of its real and personal or after acquired property.

Bennett Jones has reviewed the Lenders’ security in respect of the Secured Loan
Facility and determined that, subject to customary assumptions and qualifications, the
security creates a validly perfected security interest in favour of the Lenders in all right,
title and interest in and to all of its real and personal or after acquired property of
BioSteel Canada in Ontario. If appointed Monitor, KSV will obtain security opinions
under the laws of any other applicable provinces as necessary and update the Court
accordingly.

The Applicant has advised that it has no amounts owing to other secured or priority
creditors. The only other registration that the proposed Monitor has been made aware
of is a personal property security registration in favour of the Royal Bank of Canada in
connection with a cash collateral account.

Given the significant amounts owing by BioSteel Canada to the Lenders and their first-
ranking security over all of BioSteel Canada assets, the Lenders appear to be the only
creditors with an economic interest in the Applicant.

3.0 Cash Flow Forecast

1.

The Applicant has prepared a Cash Flow Forecast for the 10-day initial stay period
(the “Initial Forecast Period”). The Cash Flow Forecast and the Applicant’s statutory
report thereon pursuant to Section 10(2)(b) of the CCAA are attached hereto as
Appendix “C”.

As of the filing date, the Applicant had a cash balance of approximately $16.2 million.
The Cash Flow Forecast demonstrates that, subject to obtaining the relief sought as

part of the originating application for the Initial Order, the Applicant is projected to have
sufficient liquidity to fund its obligations until the Comeback Motion.
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Based on KSV’s review of the Cash Flow Forecast, the cash flow assumptions appear
reasonable. The proposed Monitor’s report on the Cash Flow Forecast is attached as
Appendix “D”.

The Applicant will file an updated cash flow forecast for an extended period prior to
the Comeback Motion.

4.0 Court Ordered Charges

4.1 Administration Charge

1.

The Applicant is seeking Court approval of an Administration Charge in an initial
amount not to exceed US$750,000 to secure the fees and expenses of the Monitor,
its legal counsel, the Applicant’s legal counsel, the Special Committee’s legal counsel
and the monthly fees payable to the Financial Advisor. Significant fees and costs have
been incurred by these firms to-date in preparing for these CCAA proceedings and
fees will continue to be incurred prior to the Comeback Motion.

The Administration Charge is a customary provision in an initial order in a CCAA
proceeding; it is required to provide security to the professionals engaged to assist a
debtor company and to protect them if the debtor is unable to pay professional fees
and costs during the CCAA process.

The Applicant has worked with its legal counsel and KSV to estimate the proposed
quantum of the Administration Charge.

KSV believes that the Administration Charge is reasonable and appropriate in the
circumstances given the complexities of the Applicant’'s proceedings. The
professionals require the benefit of the Administration Charge to protect them for their
pre-filing fees related to preparing for these proceedings, as well as for their fees and
costs that will be incurred during these proceedings. Without such protection, the
professionals are unlikely to be prepared to continue to provide services in these
proceedings.

At the Comeback Motion, KSV understands that the Applicant intends to apply for an
increase in the maximum amount of the Administration Charge.

4.2 Directors’ Charge

1.

The Applicant is seeking Court approval of a Directors’ Charge in an initial amount not
to exceed US$1,279,000. The amount of the Directors’ Charge was estimated by the
Applicant in consultation with the proposed Monitor, taking into consideration the
potential exposure of the directors and officers for sales taxes (GST/PST/HST),
vacation pay, employee wages, environmental liabilities and source deductions until
the Comeback Motion.
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2. K8V understands that the Applicant is current on their normal course GST/PST/HST
and payroll obligations (including employee withholding taxes), however the Applicant
is generally in a payable position on sales taxes and is expected to be so for the
beginning of these proceedings. Accordingly, the amount of the Directors’ Charge
represents the sum of:

a) the provisional balance of sales taxes as at the date of the Initial Order
(US$157,000);

b) termination amounts potentially payable in certain provinces and states where
liability may exist for the Terminated Employees and the Retained Employees
(US$403,000);

c) one payroll cycle for the Retained Employees (inclusive of source deductions)
(US$263,000);

d) the estimated amount of the Applicant’s vacation pay owing to employees

(US$300,000); and

e) a provisional amount for any future occurring environmental obligations at the
Verona Facility (US$156,000).

3.  The proposed Directors’ Charge is being sought as security for the directors and
officers of BioSteel (other than a director or officer who is or was at any point a
shareholder or optionholder of the Applicant) (collectively, the “Directors and Officers”)
in connection with any obligations or liabilities that they incur as a director or officer of
BioSteel after the commencement of these CCAA proceedings. While the BioSteel
Employees are ultimately employed by Canopy and Canopy US, and therefore are the
ultimate responsibility of those entities as the proposed Monitor understands, the
Directors’ Charge is necessary in the event that a party alleges that the obligations
are a de facto obligations for BioSteel.

4. As outlined in the Eskandari Affidavit, the Applicant, through Canopy, maintains
director’'s and officer’s liability insurance up to an aggregate of US$20 million.
However, this coverage is subject to certain deductibles, exclusions and carve outs
which create a degree of uncertainty. Accordingly, KSV believes the Directors’ Charge
is reasonable given that the expertise offered by the Directors and Officers of the
Applicant is critical to the overall success of these proceedings. The Directors and
Officers are not prepared to be personally liable for BioSteel's obligations, and
accordingly, without the benefit of the Directors’ Charge, the continued cooperation of
the Directors and Officers would be at risk, which would impair the Applicant’s ability
to operate and participate in the SISP during these proceedings.

5. It is notable that the proposed Directors' Charge seeks to secure any obligations or
liabilities that the directors and officer of the Non-Applicant Stay Parties incur as a
director or officer of their respective entity after the commencement of these CCAA
proceedings. The proposed Monitor understands the Lenders, who are the only party
that could be prejudiced by this relief, are agreeable given in large part due to the
integrated nature of BioSteel's business.
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6.

KSV understands that at the Comeback Motion, the Applicant intends to apply for an
increase of the Directors’ Charge up to their estimated maximum total exposure at any
point in time in these proceedings.

4.3 Priority of Charges

1.

Each of the Charges is proposed to rank in priority to all other encumbrances against
the Property, other than any person who has not been served with notice of the
application for the Initial Order. At the Comeback Motion, the Applicant intends to
seek to have the Charges rank in priority to the encumbrances described above.

The Applicant proposes that the Charges have the following priority (amounts
presented below are those proposed to be granted in the Initial Order — any increases
to the amounts covered by the Charges will be addressed at the Comeback Motion):

a) first, the Administration Charge (US$750,000); and

b)  second, the Directors’ Charge (US$1,279,000).

The Monitor is of the view that the priority of the Charges is appropriate and in the
interest of facilitating these proceedings.

5.0 Proposed Payment of Critical Vendor Obligations

1.

On its application for the Initial Order, the Applicant is seeking a provision permitting
it to make payments to certain critical vendors integral to the operation of the business
in respect of obligations arising prior to the commencement of its CCAA proceedings.
The Applicant is also seeking authorization to pay certain amounts for goods and
services of the Non-Applicant Stay Parties as a result of the integrated nature of the
BioSteel business.

The Applicant seeks authorization to pay these obligations subject to the consent of
the Monitor, with the Monitor considering, among other factors, whether:

a) the supplier or service provider is considered critical to the business and whether
the payment is required to ensure ongoing supply;

b)  the proposed payment is expected to preserve, protect or enhance the value of
the Applicant’s property or business; and

c) the applicable supplier or service provider is otherwise required to continue to
provide goods or services to the Applicant after the date of the Initial Order
pursuant to the terms of the proposed Initial Order.

The proposed Monitor is familiar with provisions of orders under the CCAA permitting
the debtor company to pay specific pre-filing obligations, where appropriate. In certain
circumstances, such payments are required or appropriate to preserve the value of a
debtor’s business for the benefit of stakeholders.
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4. KSV is supportive of the Applicant’s request for the inclusion of a provision authorizing
it to pay certain pre-filing obligations owing to critical vendors, including of the Non-
Applicant Stay Parties. KSV will review each proposed payment in accordance with
the foregoing criteria prior to providing (or not providing) the Monitor’'s required
consent, with a view to ensuring that payments to suppliers/contractors in respect of
pre-filing obligations are limited to those reasonably necessary in the circumstances.

5.  The Applicant is also seeking authority to pay post-filing expenses of the Non-
Applicant Stay Parties with the consent of the Monitor. The proposed Monitor supports
that relief on the same basis as the pre-filing amounts.

6.0 Non-Applicant Stay of Proceedings

1.  The proposed Initial Order contemplates that the Non-Applicant Stay Parties and their
Directors and Officers be granted the benefits and protection of the stay of
proceedings despite not being applicants in these CCAA proceedings.

2. Given the integrated nature of their operations, the insolvency of the Applicant puts
the Non-Applicant Stay Parties in a highly vulnerable position. It would be detrimental
to BioSteel Canada’s ability to successfully restructure if proceedings were
commenced or actions taken against any of the Non-Applicant Stay Parties.

3. A stay of proceedings for the Non-Applicant Stay Parties will help maintain the status
quo in order to afford BioSteel Canada the best chance to maximize value for all
stakeholders.

4, KSV understands that Biosteel operates as an integrated and intertwined North
American business. As a result, the proposed stay in favour of the Non-Applicant Stay
Parties is in the best interests of the Applicant and its stakeholders as it will permit the
coordinated and orderly transition through these proceedings. If enforcement steps
are taken against the Non-Applicant Stay Parties, it is expected to materially erode
value and negatively impact the SISP to be sought at the Comeback Motion.

5. Accordingly, KSV believes that the relief sought in this regard is reasonable and in the
best interests of the Applicant and its stakeholders.

7.0 Chapter 15 Proceedings

1.  The Applicant seeks authorization under the proposed Initial Order to apply for foreign
recognition and approval of the orders issued in these CCAA proceedings in the United
States pursuant to the chapter 15 of title 11 of the United States Code (the “Chapter
15 Proceedings”). If granted, the Initial Order will authorize the Applicant to act as the
foreign representative for the purpose of the Chapter 15 Proceedings. KSV has
reviewed the cross-border nature of the BioSteel operations, including facts set out in
the Eskandari Affidavit, and agrees that Canada is the centre of main interest for
BioSteel Canada.
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8.0 Creditor Notification

1.  The proposed Initial Order requires the Monitor to:

a)

b)

publish without delay a notice in the national edition of National Post newspaper
containing the information prescribed under the CCAA; and

within five days of the granting of the Initial Order:

make the Initial Order publicly available in the manner prescribed under
the CCAA;

send, in the prescribed manner, a notice to every known creditor who has
a claim against the Applicant of more than $1,000 advising that the order
is publicly available; and

prepare a list showing the names and addresses of those creditors and
the estimated amounts of those claims, and make it publicly available in
the prescribed manner, all in accordance with section 23(1)(a) of the
CCAA and the regulations made thereunder.

2. If appointed Monitor, KSV will undertake these tasks, and will also post the Initial Order
and all motion materials on the Case Website.

9.0 Comeback Motion

1. If the

Initial Order is granted, the Applicant intends to return to Court within ten days

to seek two orders at the Comeback Motion:

a)

an Order (the “Amended and Restated Initial Order”), among other things: (i)
extending the stay of proceedings; (ii) increasing the amount of the
Administration Charge and the Directors’ Charge; (iii) approving an engagement
letter between the Applicant and its financial advisor, Greenhill & Co. Canada
Ltd. (the “Financial Advisor”), and (iv) granting the Financial Advisor a charge to
provide certainty that it will be compensated for its services in respect of the
SISP; and

an Order (the “SISP Approval Order”), among other things: (i) approving the
SISP; and (ii) authorizing and directing the Applicant, the Financial Advisor and
the Monitor to perform their obligations under the SISP.

2. If appointed as Monitor, KSV intends to file a report providing its views on the relief
the Applicant is seeking at the Comeback Motion in advance of same.
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10.0 Conclusion and Recommendation

1.  Based on the foregoing, KSV respectfully recommends that this Court make the Initial
Order granting the Applicant's CCAA application on the terms of the draft Initial Order
set out in the Applicant's application record.

All of which is respectfully submitted,
f'ﬂl:]M -:\;\{ _‘;"-"'.;'1,.-_'.-"«'3]-' e -"li’-l'-:.: '

KSV RESTRUCTURING INC.

IN ITS CAPACITY AS PROPOSED MONITOR OF
BIOSTEEL SPORTS NUTRITION INC.

AND NOT IN ITS PERSONAL CAPACITY
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ksv advisory inc.

Court File No.:CV-23-00706033-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF BIOSTEEL SPORTS NUTRITION INC.

FIRST REPORT OF KSV RESTRUCTURING INC.

SEPTEMBER 19, 2023

1.0 Introduction

1. Pursuant to an order (the “Initial Order”) issued by the Ontario Superior Court of
Justice (Commercial List) (the “Court”) on September 14, 2023 (the “Filing Date”),
BioSteel Sports Nutrition Inc. (the “Applicant” or “BioSteel Canada”) was granted
protection under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36,
as amended (the “CCAA”), and KSV Restructuring Inc. was appointed monitor of the
Applicant (in such capacity, the “Monitor”).

2. Pursuant to the Initial Order, the Court, among other things:

a) granted a stay of proceedings (the "Stay of Proceedings") in favour of the
Applicant and two of its non-applicant US affiliates, being BioSteel Sports
Nutrition USA, LLC and BioSteel Manufacturing LLC (jointly, the “Non-Applicant
Stay Parties” and together with the Applicant, “BioSteel”) and certain of their
respective current and former directors and officers (collectively, the “Directors
and Officers”) to and including September 24, 2023 (the “Initial Stay Period”);

b)  granted a charge:

i. in the amount of US$750,000 on all of the Applicant’s current and future
assets, property and undertaking (collectively, the “Property”) to secure
the fees and disbursements of the Applicant’s legal counsel, legal counsel
to a special committee of the Applicant’s board of directors (the “Special
Committee”), the Monitor and its independent legal counsel, Bennett
Jones LLP (“Bennett Jones”), and the monthly fees of the Applicant’s
financial advisor, Greenhill & Co. Canada Ltd. (in such capacity, the
“Financial Advisor”) (the “Administration Charge”); and

ii. up to the maximum amount of US$1.279 million on the Property in favour
of the Directors and Officers (the “Directors’ Charge”);
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c) authorized BioSteel Canada to pay certain pre-filing obligations to essential
suppliers of BioSteel, subject to first obtaining the Monitor’s consent; and

d) authorized BioSteel Canada to act as the foreign representative in respect of
these CCAA proceedings for the purpose of having orders issued in these
CCAA proceedings from time to time recognized in any jurisdiction outside of
Canada, including the United States pursuant to chapter 15 of title 11 of the
United States Code, 11 U.S.C. §§ 101-1532 (the “Bankruptcy Code”).

3. On September 17, 2023, the Applicant commenced proceedings in the United States
Bankruptcy Court for the Southern District of Texas (the “US Court”) seeking
recognition of this CCAA proceeding as a foreign main proceeding under Chapter 15
of title 11 of the Bankruptcy Code. On September 19, 2023, the US Court entered an
order granting provisional relief in aid of this CCAA proceeding.

4. The principal purpose of this CCAA proceeding is to create a stabilized environment
to enable BioSteel Canada to temporarily hibernate its business while executing a
sale and investment solicitation process for BioSteel's assets and business (the
“SISP”).

5. The comeback hearing is scheduled to be heard on September 21, 2023 (the
“Comeback Hearing”). At the Comeback Hearing, the Applicant is seeking the
following orders:

a) an order, among other things, approving the SISP to be conducted by the
Applicant, with the assistance of the Financial Advisor and under the oversight
of the Monitor (the “SISP Approval Order”); and

b) an Amended and Restated Initial Order (the “ARIO”), among other things:

o extending the Stay of Proceedings to and including November 17, 2023;

° approving the retention of the Financial Advisor, nunc pro tunc, pursuant
to an agreement dated August 24, 2023 between the Applicant and the
Financial Advisor (the “Greenhill Engagement Letter”) and granting a
charge on the Property in favour of the Financial Advisor to the maximum
amount of US$2.5 million to secure the payment of the transaction fee
payable under the Greenhill Engagement Letter (the “Transaction Fee
Charge” and together with the Administration Charge and the Directors'
Charge, collectively, the "Charges");

o increasing the quantum of the Administration Charge to US$1 million; and
° increasing the quantum of the Directors' Charge to US$2.198 million.
1.1 Purposes of this Report
1. The purposes of this report (the “First Report”) are to:

a) summarize the relief being sought by the Applicant at the Comeback Hearing;
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1.2

1.3

2.0

b)  provide the Court with an update on the Monitor’s activities since the granting
of the Initial Order; and

c) provide the Monitor's recommendations regarding the relief being sought by the
Applicant at the Comeback Hearing.

Restrictions

1.

In preparing this First Report, the Monitor has relied upon the Applicant’s unaudited
financial information, books and records, information available in the public domain
and discussions with the Applicant's management, legal counsel and Financial
Advisor.

The Monitor has not audited or otherwise attempted to verify the accuracy or
completeness of the financial information relied on to prepare this First Report in a
manner that complies with Canadian Auditing Standards (“CAS”) pursuant to the
Chartered Professional Accountants of Canada Handbook and, accordingly, the
Monitor expresses no opinion or other form of assurance contemplated under the CAS
in respect of such information. Any party wishing to place reliance on the financial
information should perform its own diligence.

An examination of the Applicant’s cash flow forecast from September 30, 2023 to
November 17, 2023 (the “Cash Flow Forecast”)' as outlined in the Chartered
Professional Accountants of Canada Handbook has not been performed. Future
oriented financial information relied upon in this First Report is based upon the
Applicant’'s assumptions regarding future events; actual results achieved may vary
from this information and these variations may be material. The Monitor expresses
no opinion or other form of assurance on whether the Cash Flow Forecast will be
achieved.

Currency and Definitions

1.

Unless otherwise noted, all currency references in this First Report are in Canadian
dollars.

Background

1.

BioSteel products, including ready-to-drink sports drinks (“RTDs”), hydration mixes
and supplements, are available at retailers across Canada, the United States and
online.

Canopy Growth Corporation (“Canopy”) owns 90.4% of the outstanding voting
common shares of BioSteel Canada. As of the Filing Date, Canopy and an affiliate,
11065220 Canada Inc. (“110”), have made secured loans of approximately
$366 million, excluding interest and costs, to BioSteel Canada.

" The cash flow forecast attached to the Report to Court of the Proposed Monitor dated September 14, 2023 (the “Pre-
Filing Report”) is for the period September 13, 2023 to September 29, 2023.
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3. The Affidavit of Sarah Eskandari, General Counsel of the Applicant, sworn
September 13, 2023 in support of the CCAA application (the “First Eskandari
Affidavit”), and the Report to Court of the Proposed Monitor dated September 14,
2023 (the “Pre-Filing Report”) both provide background information with respect to the
Applicant’s business and operations, including the reasons for the commencement of
these CCAA proceedings. Accordingly, that information is not repeated in this First
Report.

4.  Court materials filed in these proceedings, including the First Eskandari Affidavit and

the Pre-Filing Report, are available on the Monitor's website at the following link:
www.ksvadvisory.com/experience/case/biosteel (the “Case Website”).

3.0 SISP?

3.1 Prior Sale Processes

1. Prior to these proceedings, the Applicant, with the assistance of two different
investment banking advisors, conducted two separate marketing processes.

2. Beginning at the end of 2022, the Applicant retained Goldman Sachs & Co. LLC to
conduct a marketing process which contemplated an investment in or a sale of the
BioSteel business as a going concern (the “Initial Sale Process”). Despite dialogue
with 24 potential buyers, no party submitted a formal offer.

3. At the conclusion of the Initial Sale Process, and with the former management group
having advised that it was considering a buy-out offer, the Special Committee
engaged the Financial Advisor to conduct a second, refreshed marketing process (the
“Refreshed Sale Process”). Under the Refreshed Sale Process, proposals were to be
submitted by September 5, 2023, on which date six (6) preliminary non-binding
proposals were received, all of which were subject to due diligence and other
conditions, and would have required significant time to be completed. Additionally,
none of the bids submitted contemplated funding BioSteel during the contemplated
diligence periods. Based on the Special Committee’s review, with the assistance of
its legal and financial advisors, BioSteel determined that seeking the benefit of Court
protection would provide the best opportunity to maximize the value of BioSteel for
stakeholders.

4.  Although the Initial Sale Process and Refreshed Sale Process did not produce a
viable firm bid, the Applicant was successful in generating significant interest in a
transaction. The interest these prior sale processes have generated will assist with
conducting the Court-supervised SISP described below.

3.2 SISP

1. The purpose of the SISP is to market BioSteel's business and assets for sale. The
SISP will enable the Applicant, with the assistance of the Financial Advisor, and under
the oversight of the Monitor, to test the market and pursue the possibility of a
transaction that delivers the most value for its stakeholders.

2. Subject to Court approval, the Applicant, with the assistance of the Financial Advisor
and under the supervision of the Monitor, will carry out the SISP.

2 Capitalized terms in this section have the meaning provided to them in the SISP unless otherwise defined herein.
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3.  The proposed SISP was developed by the Applicant in consultation with the Financial
Advisor, the Applicant’s legal counsel, the Monitor and the Monitor’s legal counsel.

4. The key aspects of the proposed SISP are summarized below; however, interested
parties are strongly encouraged to review the full terms of the SISP attached as
Schedule “A” to the proposed SISP Approval Order.

5. A summary of the SISP timeline is as follows:

Milestone Deadline®
Court approval of SISP to be sought no later than September 21, 2023
Latest date for Applicant to commence solicitation process September 25, 2023
Qualified Bid Deadline October 16, 2023
Deadline to Select Successful Bid (if any) October 23, 2023
Approval and Vesting Order hearing* November 3, 2023
Outside Date for Closing of Successful Bid November 15, 2023

6. Each milestone in the table above can be extended by the Applicant in consultation
with the Monitor.

3.3 Solicitation of Interest

1. The Applicant and the Financial Advisor, under the oversight of the Monitor, will
prepare marketing materials and solicit interest from parties potentially interested in
pursuing a transaction (each, a “Potential Bidder”).

2. In particular, the Applicant and the Financial Advisor will, under the oversight of the
Monitor:

a) prepare and disseminate marketing materials and a process letter to Potential
Bidders identified by the Applicant and the Financial Advisor, including a form
of non-disclosure agreement (an “NDA”);

b)  provide Potential Bidders who have executed an NDA in a form acceptable to
the Applicant with access to a virtual data room containing diligence information.
It will not be necessary for Potential Bidders who have already executed an NDA
with the Applicant to execute a further confidentiality agreement under this
SISP, provided that such NDA is not expired and/or will not expire during the
SISP; and

c) advise any parties wishing to submit a binding bid that such binding bid must
comply with the requirements for a Qualified Bid (as described below), which
includes being submitted by 5:00 p.m. (Eastern Time) on October 16, 2023,
being the Qualified Bid Deadline.

3.  The Qualified Bid Deadline may be extended by: (i) the Applicant in consultation with
the Monitor; or (ii) further order of the Court.

3 To the extent any dates would fall on a non-business day, they shall be deemed to be the first business day thereafter.
4 The Court dates are subject to Court availability.
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3.4 Qualified Bids

1. To be a “Qualified Bid”, a bid must, among other things, meet the following
requirements:

a)

provide the aggregate consideration payable in full on closing (the
“Consideration Value”), along with a detailed sources schedule that identifies
with specificity the composition of the Consideration Value and any assumed or
included liabilities that could alter the Consideration Value;

the Consideration Value must provide for cash consideration sufficient to pay:
(i) any obligations in connection with the Charges and any obligations in priority
thereto; and (ii) $2 million to fund a wind-up of these CCAA proceedings and
any further proceedings or wind-up costs;

provide for a closing date of not later than November 15, 2023, with such date
being the “Outside Date”;

include:

i. duly executed and binding definitive transaction documents, including a
redline of the submitted transaction document against a template asset
purchase agreement that will be made available in the virtual data room;

ii. the legal name and identity (including jurisdiction of existence) and contact
information of the bidder, full disclosure of its direct and indirect principals,
and the name(s) of its controlling equityholder(s);

iii. evidence of authorization and approval from the Qualified Bidders’ board
of directors or equityholders, if applicable;

iv. disclosure of any connections or agreements with BioSteel or any of their
affiliates; and

V. such other information reasonably requested by the Applicant or the
Monitor;

include a letter stating that the bid is submitted in good faith, is binding and is
irrevocable until closing of the Successful Bid;

confirm that the bid will serve as the next highest and best Qualified Bid (the
“Back-Up Bid”) if it is not selected as the Successful Bid and if selected as the
Back-Up Bid, it will remain irrevocable until the earlier of: (i) closing of the
Successful Bid; or (ii) closing of the Back-Up Bid;

provide evidence of the bidder’s ability to finance the transaction prior to the
Outside Date and satisfy the obligations under the transaction documents;

not include any request for a break fee, expense reimbursement or similar type
of payment/bid protections;
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k)

contain no conditions with respect to:

i. approval from the Qualified Bidder’s board of directors or equityholders;
ii. the outcome of any unperformed due diligence by the bidder; or
ii. the Qualified Bidder obtaining financing;

include acknowledgments and representations that the bidder:

i. has had an opportunity to conduct its due diligence and relied solely on
its independent review;

ii. is not relying upon any written or oral statements, representations,
promises, warranties, conditions or guaranties whatsoever, whether
express or implied (by operation of law or otherwise), made by any person
or party, including the Applicant, the Financial Advisor, the Monitor and
their respective employees, officers, directors, agents, advisors and other
representatives, regarding the proposed transaction(s), this SISP, or any
information (or the completeness of any information) provided in
connection therewith, except as expressly stated in the proposed
transaction documents;

iii. is making its bid on an “as is, where is” basis;
iv. is bound by this SISP and the SISP Approval Order; and

V. is subject to the exclusive jurisdiction of the Court with respect to any
disputes with the SISP or its bid;

document any regulatory or other third-party approvals, and timing for same, the
party anticipates would be required to complete the transaction;

be accompanied by a cash deposit equal to at least 10% of the Consideration
Value (the “Deposit”), which Deposit shall be paid to and held by the Monitor in
an interest-bearing trust account, to be applied or returned in accordance with
the SISP, as the case may be;

include a statement that the bidder will bear its own costs and expenses
(including legal and advisor fees) in connection with the proposed transaction,
without request for reimbursement;

The highest Qualified Bid may not necessarily be accepted by BioSteel Canada.
BioSteel Canada, with the written consent of the Monitor and Canopy, reserves
the right not to accept any Qualified Bid or to otherwise terminate the SISP; and
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In the event that: (a) no Qualified Bid is received by the Qualified Bid Deadline;
(b) BioSteel Canada, in consultation with the Monitor, determines that no
Qualified Bid should be accepted; (c) definitive agreement(s) with respect to the
Successful Bid have not been finalized before the Definitive Agreement
Deadline; or (d) the Qualified Bids, in aggregate, do not provide for the timely
repayment of the secured loan and credit facility provided to the Applicant by
Canopy and 110, in full in cash and Canopy does not consent to any Qualified
Bid(s) being selected as the Successful Bid, the SISP shall terminate.

3.5 SISP Recommendation

1. The Monitor recommends that this Court issue the SISP Approval Order substantially
in the form requested for the following reasons:

a)

the SISP provides for a marketing of BioSteel's business by the Financial
Advisor, which is a highly qualified financial advisory and investment banking
firm with extensive experience in the mergers and acquisitions sector and
knowledge of BioSteel's business by virtue of having conducted the Refreshed
Sale Process;

the SISP provides an opportunity to complete a transaction that will benefit all
stakeholders;

in the Monitor’s view, while expedited, the duration of the SISP is sufficient to
allow interested parties to perform the required diligence and submit Qualified
Bids. The business of BioSteel was marketed broadly and extensively over the
past year through the Initial Sale Process and then again in the Refreshed Sale
Process occurring immediately prior to the filing. In addition, the
commencement of a SISP was telegraphed to the market in the Applicant’s
CCAA materials since September 14, 2023, which effectively adds
approximately one additional week to the SISP period. In this regard, the
Monitor and the Applicant have already received several enquiries from
prospective purchasers immediately following the initial application and have
forwarded all such enquiries to the Financial Advisor. The Monitor also notes
that the duration of the SISP reflects a balance between ensuring that sufficient
time is available to attempt to identify a value-maximizing transaction and
ensuring that there is cash available to fund these proceedings, noting that no
DIP financing facility is contemplated. Further, the Monitor notes that the
Qualified Bid Deadline can be extended by the Applicant, in consultation with
the Monitor, based on the activity levels generated by the SISP and whether
sufficient cash is available;

Canopy and its affiliate, as the Applicant’s fulcrum secured creditors, have
advised that they are unwilling to support an extended SISP. Canopy and its
affiliate are the only creditors with an economic interest in this proceeding and
they continue to pay the cost of BioSteel's remaining employees necessary to
maintain the business during the pendency of the SISP;
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4.0

4.1

4.2

e) the number of potential purchasers for BioSteel's business is limited because of
its specialized nature, and the vast majority of these potentially interested
parties were engaged in the Initial Sale Process and/or the Refreshed Sale
Process;

f) the SISP provides bidders with flexibility in determining which assets would be
included and excluded in a transaction; and

g) as at the date of this First Report, the Monitor is not aware of any objections to
the SISP.

Financial Advisor®

Greenhill

1.

The Applicant is seeking the Court’'s approval to retain Greenhill as its financial
advisor, nunc pro tunc, to assist in running the proposed SISP. The Financial Advisor
will be responsible for marketing and selling BioSteel's business and assets pursuant
to the proposed SISP, if approved. The Monitor will oversee the conduct of the SISP.

The Financial Advisor is a globally recognized investment bank and an experienced
financial advisor headquartered in New York, although the Greenhill team responsible
for the SISP is located in Toronto.

The Financial Advisor was initially retained by the Special Committee on behalf of the
Applicant in August 2023 to assist with the Refreshed Sale Process. While the
Refreshed Sale Process did not result in an unconditional bid, the Financial Advisor
has demonstrated an ability to generate interest in BioSteel's business and assets.
The Financial Advisor has extensive knowledge of BioSteel's business and assets,
which it has gained since the since initiating the Refreshed Sale Process.

The Financial Advisor has prepared marketing materials in connection with its
proposed mandate and is ready to launch the SISP process immediately, subject to
Court approval. The Monitor has scheduled regular meetings with the Financial
Advisor to oversee the SISP, including feedback from, and diligence being performed
by, Potential Bidders.

Financial Advisor Agreement

1.

A copy of the Greenhill Engagement Letter is attached as Exhibit “F” to the First
Eskandari Affidavit. The relevant financial terms of the Greenhill Engagement Letter
are as follows:

a) Initial Fee: The Financial Advisor is entitled to an initial advisory fee of
US$500,000, paid on execution of the Greenhill Engagement Letter. In
connection with the significant work performed on the Refreshed Sale Process,
this amount has already been paid;

5> Capitalized terms in this section have the meaning provided to them in the Financial Advisor Agreement, unless
otherwise defined herein.
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b) Monthly Fee: The Financial Advisor is entitled to a fixed cash monthly fee of
US$150,000 (the “Monthly Fee”) payable monthly from the effective date of the
Greenhill Engagement Letter.

c) Transaction Fee: In the event of a Restructuring or an M&A Transaction, the
Financial Advisor will earn a fee equal to US$3 million (the “Transaction Fee”),
provided however that the payment of the Initial Fee and any of the Monthly
Fees paid shall be credited against any Transaction Fee, subject to certain
conditions.

d) M&A Incentive Fee: In the event a transaction is consummated with a
transaction value that exceeds US$200 million, the Financial Advisor shall be
compensated as the difference between the Transaction Fee and certain
formulas set out in Schedule B of the Greenhill Engagement Letter (the “M&A
Fee”).

2. Pursuant to the terms of the Greenhill Engagement Letter, the implementation and
completion of the SISP would result in the Transaction Fee being earned and payable,
subject to the crediting described herein.

3. The Financial Advisor's Monthly Fee is secured by the Administration Charge,
whereas any Transaction Fee or M&A Fee (together, the “Additional Fees”) are not.
The ARIO sought by the Applicant at the Comeback Hearing proposes to increase the
quantum of the Administration Charge to the maximum amount of US$1 million to
provide additional security for the Monthly Fee and proposes a Transaction Fee
Charge of US$2.5 million (representing the Transaction Fee less the Initial Fee
already paid) to secure the Transaction Fee (which charge, is proposed to rank
subordinate to the Administration Charge and the Directors’ Charge).

4.  The Monitor recommends that the Court approve the Greenhill Engagement Letter
and grant the Transaction Fee Charge for the following reasons:

a) the Financial Advisor is highly qualified and has extensive knowledge of
BioSteel's business as a result of its prior mandate;

b) in the Monitor's view, the Monthly Fee of US$150,000 is reasonable and
consistent with the market, and the Transaction Fee payable to the Financial
Advisor of US$3 million is commercially reasonable;

c) given its prior mandate, the Financial Advisor is ready to launch the SISP
immediately, which will help reduce the costs and timeline associated with the
SISP and the CCAA proceeding;

d) Canopy and its affiliate — the Applicant's fulcrum creditors and the only creditors
with an economic interest in the Applicant — support the retention of Greenhill
pursuant to the Greenhill Engagement Letter; and

e) in the Monitor’s view, it is appropriate for the Financial Advisor to have the
benefit of a Court-approved charge to secure both its Monthly Fee and the
Transaction Fee.

ksv advisory inc. Page 10 of 15



5.0 Cash Flow Forecast

1. A copy of the Cash Flow Forecast prepared by the Applicant, and reviewed and
discussed with the Monitor, along with Management’'s Report on Cash Flow is
attached as Appendix “A”. The Cash Flow Forecast is extended from the forecast
appended to the Pre-Filing Report and covers the period from September 30, 2023 to
November 17, 2023 (the “Forecast Period”). The Cash Flow Forecast contemplates
that the Applicant is able to fund its business through the Forecast Period without the
need for debtor-in-possession (“DIP”) financing. A copy of the Monitor's Report on
Cash Flow is attached as Appendix “B”.

2. Asummary of the Cash Flow Forecast® for the Forecast Period is below.

(unaudited; $000s)

Note Total
Receipts A 6,700
Disbursements
Payroll B -
Professional fees C (13,947)
Other operating expenses D (9,164)
Contingency (400)
Subtotal (23,511)
Net Cash Flow (16,811)
Opening Cash Balance 17,425
Net Cash Flow (16,811)
Ending Cash Balance 614

3.  The Monitor notes the following regarding the Cash Flow Forecast:

A.  Receipts: represents the collection of pre-filing accounts receivable. Excludes
any receipts related to the sale of inventory post-filing.

B.  Payroll: BioSteel employees are employed and paid by Canopy, and
accordingly, payroll obligations are not included in the projection. While BioSteel
is obligated to pay Canopy for such amounts, no reimbursements are
contemplated during the Forecast Period.

C. Professional fees: represents professional fees of the Monitor, the Monitor’s
legal counsel, BioSteel’s Canadian and US legal counsel, counsel to the Special
Committee, and the Financial Advisor.

D.  Other operating expenses: includes payments for inventory warehousing, rent,
utilities, security, sundry items, director and officer runoff liability insurance and
HST remittances.

6 The Cash Flow Forecast represents a combination of the forecast attached to the Pre-Filing Report and the First
Report. The notes to the Cash Flow Forecast provide the underlying assumptions, including a description of each line
item.
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6.0 Stay Extension and Related Relief

1.

Pursuant to the Initial Order, the Court granted the Initial Stay Period to and including
September 24, 2023. The Applicant is requesting an extension of the Stay of
Proceedings to November 17, 2023, to align the expiry of the Stay of Proceedings
with the timeline of the SISP.

The Monitor supports the request for an extension of the Stay of Proceedings and
believes that it is appropriate in the circumstances for the following reasons:

a) the Applicant is acting in good faith and with due diligence;
b) the proposed extension will allow the Applicant time to conduct the SISP;

c) the Monitor does not believe that any creditor will be materially prejudiced by
the proposed extension of the Stay of Proceedings;

d) Canopy supports the extension of the Stay of Proceedings;

e) as of the date of this First Report, the Monitor is not aware of any party opposed
to an extension of the Stay of Proceedings; and

f) the Cash Flow Forecast reflects that the Applicant is projected to have sufficient
liquidity to fund its operations and the costs of these CCAA proceedings.

The Applicant is also requesting a provision be included in the ARIO which restricts
setoff of pre-filing obligations against post-filing obligations without the consent of the
Applicant and the Monitor, or further order of the Court.

The Monitor believes the proposed setoff provision in the ARIO is appropriate in the
circumstances to provide clarity to suppliers, customers and other stakeholders
regarding their rights of setoff in these CCAA proceedings, with a view to ensuring
that BioSteel can continue to sell inventory and that no setoff rights will be exercised
in @ manner that may disrupt the business or the SISP. In addition, the Cash Flow
Forecast does not contemplate any setoff of pre-filing obligations owing by the
Applicant, and accordingly, if any such set off were to occur, the Applicant may require
additional funding.

7.0 Court Ordered Charges

7.1 Proposed Charges and Priority of the Charges

1.

As detailed below, the Applicant is seeking increases to the quantum of the
Administration Charge and the Directors’ Charge and also seeking approval of the
Transaction Fee Charge.

Each of the Charges previously granted in this CCAA proceeding rank in priority to all
other encumbrances against the Property, other than any Person that was not served
with notice of the application for the Initial Order. At the Comeback Hearing, the
Applicant is seeking to have all of the Charges rank in priority to any encumbrances
in respect of the Property.
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If the Court grants the ARIO and approves the Transaction Fee Charge and the
proposed increases to the other Charges, the priority and amount of the Charges as
among them would be as follows:

Priority Charge Current (US$)  Proposed (US$)
First Administration Charge 750,000 1,000,000
Second Directors’ Charge 1,279,000 2,198,000
Third Transaction Fee Charge - 2,500,000

7.2 Administration Charge Increase

1.

The Initial Order granted an Administration Charge in an amount not to exceed
US$750,000 to secure the fees and disbursements of the Monitor, Bennett Jones,
Cassels, Akin Gump Strauss Hauer & Feld LLP (the Applicant’s US legal counsel),
Chaitons LLP (legal counsel to the Special Committee) and the Financial Advisor
(excluding any Transaction Fees) from the date of the Initial Order to the Comeback
Hearing.

The Applicant is seeking to increase the Administration Charge to US$1 million. The
Monitor is of the view that the increased Administration Charge is required and
reasonable in the circumstances given the complexities of the Applicant's CCAA
proceedings and the services to be provided by the professionals, each of whom is
necessary to further the restructuring efforts of the Applicant.

The Cash Flow Forecast has been prepared on the basis of weekly payments of
professional fees, and accordingly, there should be no exposure to the professionals
with the proposed increased Administration Charge.

7.3 Directors’ Charge Increase

1.

The Initial Order approved a Directors’ Charge in the amount of US$1.279 million to
secure the indemnity in favour of the Directors and Officers in the Initial Order based
on potential exposure for the Directors and Officers during the initial 10-day stay
period. The Applicant is now seeking to increase the Directors’ Charge to US$2.198
million.

As provided in the table below, the amount of the Directors’ Charge was estimated by
the Applicant in consultation with the Monitor, taking into consideration the current
vacation pay liability plus the estimated maximum amount at any point in time of the
Directors’ and Officers’ exposure for unpaid payroll, environmental reclamation
obligations and sales taxes, all in accordance with applicable provincial or state
legislation, as the case may be.

(unaudited) Amount

(US$000s)
Payroll, including source deductions 525
Termination pay 403
Vacation pay 300
Environmental obligations 156
Unremitted HST 789
US sales tax 25
Total Directors' Charge 2,198
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3.  The Monitor has reviewed the backup provided by the Applicant in respect of the
potential obligations to be covered by the Directors’ Charge and is of the view that the
proposed increase to the Directors’ Charge is reasonable in the circumstances as the
continued involvement of the Directors and Officers is beneficial to the Applicant and
these proceedings. The basis of these obligations, including the calculation of the
Directors’ Charge, was described in the Pre-Filing Report.

4. The Monitor is not aware of any objection to the proposed increases to the
Administration Charge or the Directors' Charge as of the date of this First Report.

8.0 Monitor’s Activities since the Filing Date

1. Since the Filing Date, the Monitor has, among other things:

a)

corresponded regularly with the Applicant’s legal counsel, Financial Advisor and
management team and its own legal counsel regarding all aspects of these
CCAA proceedings, including developing the terms of the SISP;

worked with the Applicant and its advisors to develop and execute a stakeholder
communication strategy;

monitored the Applicant’s proceeding under chapter 15 of the Bankruptcy Code;

attended calls with representatives of the Applicant and the Special Committee
regarding the commencement of these CCAA proceedings and the SISP;

mailed the CCAA notice to the Applicant’s known creditors and filed Forms 1
and 2 with the Office of Superintendent of Bankruptcy, as required under the
CCAA and the Initial Order, as applicable;

posted the CCAA notice, list of creditors and other Court materials on the Case
Website;

arranged for notice of these CCAA proceedings to be published in the National
Post as required under the Initial Order;

monitored the Applicant’s receipts and disbursements and worked with
management to develop a daily cash management monitoring process;

reviewed the Cash Flow Forecast and the components of the Directors’ Charge;

reviewed and commented on the Applicant’'s materials filed in support of the
relief to be sought at the Comeback Hearing;

responded to service list addition requests; and

drafted this First Report.

ksv advisory inc.

Page 14 of 15



9.0 Conclusion and Recommendation

1. Based on the foregoing, the Monitor respectfully recommends that this Honourable
Court grant the relief sought by the Applicant at the Comeback Hearing.

All of which is respectfully submitted,

/(5 e @57%&7@7 Ine..

KSV RESTRUCTURING INC,,

IN ITS CAPACITY AS MONITOR OF
BIOSTEEL SPORTS NUTRITION INC.
AND NOT IN ITS PERSONAL CAPACITY
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Court File No.:CV-23-00706033-00CL

ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,

R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT

OF BIOSTEEL SPORTS NUTRITION INC.
SECOND REPORT OF KSV RESTRUCTURING INC.

NOVEMBER 14, 2023

1.0 Introduction

1.

Pursuant to an order (the “Initial Order”) issued by the Ontario Superior Court of
Justice (Commercial List) (the “Court’) on September 14, 2023 (the “Filing Date”),
BioSteel Sports Nutrition Inc. (the “Applicant” or “BioSteel Canada”) was granted
protection under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36,
as amended (the “CCAA”). The Initial Order, among other things, provided for a ten-
day stay of proceedings in favour of the Applicant (the "Stay of Proceedings") and
appointed KSV Restructuring Inc. (“KSV”) as the monitor of the Applicant (in such
capacity, the “Monitor”). In its capacity as the proposed Monitor, KSV filed a pre-filing
Report dated September 14, 2023 in connection with the Applicant’s motion for the
Initial Order (the “Pre-Filing Report”). A copy of the Pre-Filing Report, without
appendices, is attached hereto at Appendix “A”.

BioSteel Canada, operating on an integrated basis with BioSteel Sports Nutrition USA
LLC (“BioSteel US”) and BioSteel Manufacturing LLC (“BioSteel Manufacturing”), is a
sports nutrition and hydration company focused on high-quality ingredients with a
strong presence in the professional sports market. BioSteel Manufacturing, BioSteel
US and BioSteel Canada are referred to herein as “BioSteel”. As described below,
BioSteel Manufacturing and BioSteel US are not currently applicants in these
proceedings, but BioSteel Canada now seeks to add both parties to these
proceedings as “Applicants” (in such capacity, the “Additional Applicants”, and
together with BioSteel Canada, the “Applicants”) and to extend the protections
afforded to BioSteel Canada under the ARIO (as defined below) to the Additional
Applicants as well.
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At a comeback hearing on September 21, 2023 (the “Comeback Hearing”), the Court
granted:

a) an order, among other things, approving the SISP to be conducted by the
Applicant, with the assistance of the Financial Advisor and under the oversight
of the Monitor (the “SISP Approval Order”); and

b) an Amended and Restated Initial Order (the “ARIO”), among other things:

o extending the Stay of Proceedings to and including November 17, 2023;
and

° approving the retention of Greenhill & Co. Canada Ltd. ("Greenhill") as the
"Financial Advisor", nunc pro tunc, pursuant to an agreement dated
August 24, 2023 between the Applicant and the Financial Advisor (the
“Greenhill Engagement Letter”) and granting a charge on the Property in
favour of the Financial Advisor to the maximum amount of US$2.5 million
to secure the payment of the transaction fee (the “Transaction Fee”)
payable under the Greenhill Engagement Letter (the “Transaction Fee
Charge” and together with the Administration Charge and the Directors'
Charge, collectively, the "Charges").

The Monitor filed a Report dated September 19, 2023 in connection with the
comeback hearing (the “First Report”). A copy of the First Report, without appendices,
is attached hereto at Appendix “B”.

On September 17, 2023, the Applicant filed a petition for recognition of this CCAA
proceeding pursuant to chapter 15 of title 11 of the United States Bankruptcy Code
(the “Bankruptcy Code”) with the United States Bankruptcy Court for the Southern
District of Texas, Houston Division (the “US Bankruptcy Court”). On October 11, 2023,
the US Bankruptcy Court entered an order recognizing the CCAA proceeding as a
foreign main proceeding under chapter 15 of the Bankruptcy Code.

Capitalized terms used herein but not otherwise defined have the meanings ascribed
in the affidavit of Sarah Eskandari, General Counsel of BioSteel, sworn on November
10, 2023 (the “Third Eskandari Affidavit”).

1.1 Purposes of this Report

1.

The purposes of this report (the “Second Report”) are to:
a) provide background information regarding the Applicant and these proceedings;
b) summarize the results of the SISP;

c) summarize the terms of a transaction (the “BioSteel Canada Transaction”)
between BioSteel Canada and DC Holdings Ltd. d/b/a Coachwood Group of
Companies (“DC”), for the sale of, among other things, certain inventory,
intellectual property and related assets, pursuant to an Asset Purchase
Agreement dated November 9, 2023 (the “BioSteel Canada Purchase
Agreement”);
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)

summarize the terms of a transaction (the “Manufacturing Transaction”, and
together with the “BioSteel Canada Transaction, the “Transactions”) between
BioSteel Manufacturing and Gregory Packaging Inc. (“GPI”), for the sale of
substantially all of the assets of BioSteel Manufacturing, including equipment
and inventory, pursuant to an Asset Purchase Agreement dated November 9,
2023 (the “Manufacturing Purchase Agreement”, and together with the BioSteel
Canada Purchase Agreement, the “Purchase Agreements”);

provide the Monitor's views on adding BioSteel Manufacturing and BioSteel US
as Additional Applicants in the CCAA proceedings;

report on the cash flow forecast for the period from November 13, 2023 to
January 31, 2024 prepared by the Applicants with the assistance of the Monitor
(the “Cash Flow Forecast”);

set out the Monitor’s basis for its support of the Applicants' request that the stay
of proceedings be extended from November 17, 2023 to January 31, 2024;

report on certain correspondence among the Applicants, the Monitor and Flow
Beverages Corp. (“Flow”);

discuss BioSteel Canada’s loyalty program (the “Loyalty Program”) and the
reasons the Monitor supports discontinuing the Loyalty Program; and

recommend the Court issue the following Orders:

i. an approval and vesting Order in respect of the BioSteel Canada
Transaction (the “BioSteel Canada AVQ”), among other things:

° approving the BioSteel Canada Transaction; and

° following the Monitor's delivery of the Monitor's certificate
substantially in the form attached as Schedule “A” to the proposed
BioSteel Canada AVO, transferring and vesting all of BioSteel
Canada's right, title and interest in and to the BioSteel Canada
Purchased Assets (the Purchased Assets as set out in the BioSteel
Canada Purchase Agreement) free and clear of and from any and
all claims, liabilities, liens, and encumbrances;

ii. an approval and vesting Order in respect of the BioSteel Manufacturing
Transaction (the “Manufacturing AVO”), among other things:

o approving the BioSteel Manufacturing Transaction;

o following the Monitor's delivery of the Monitor's certificate
substantially in the form attached as Schedule “A” to the proposed
Manufacturing AVO (the “Manufacturing Certificate”), transferring
and vesting all of BioSteel Manufacturing's right, title and interest in
and to the Manufacturing Purchase Assets (the Purchased Assets
as set out in the Manufacturing Purchase Agreement) free and clear
of and from any and all claims, liabilities, liens, and encumbrances;
and
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o upon delivery of the Manufacturing Certificate, assigning all rights
and obligations of BioSteel Manufacturing in respect of the industrial
operating space located in Verona, Virginia; and

. an Order (the “Ancillary Relief Order”), among other things:

o adding BioSteel Manufacturing and BioSteel US as Applicants in
these proceedings with such rights, protections, and obligations as
are afforded to BioSteel Canada in these proceedings, and
extending the Charges to the Property (each as defined in the ARIO)
of BioSteel Manufacturing and BioSteel US;

o appointing BioSteel Canada as foreign representative in respect of
the Additional Applicants for the purposes of having the CCAA
proceedings recognized, enforced and approved in the United
States;

o authorizing continued intercompany transactions amongst the
Applicants;

o terminating the Loyalty Program;

o authorizing the payment of the Transaction Fee on a pro rata basis
by BioSteel Canada and BioSteel Manufacturing based on the
purchase prices in the Transactions;

o temporarily sealing the Confidential Appendices to this Report
(collectively, the “Confidential Appendix”), which appends (i) a
confidential summary of the bids received pursuant to the SISP; (ii)
unredacted copies of the BioSteel Canada Purchase Agreement
and the Manufacturing Purchase Agreement, including all
schedules thereto; and (iii) unredacted copies of the Back-Up Bids
(as defined in the SISP); and

o extending the Stay of Proceedings to January 31, 2024.
1.2 Restrictions

1. In preparing this Second Report, the Monitor has relied upon the Applicants' audited
and unaudited financial information, books and records and discussions with the
Applicants’ management, their legal counsel (Cassels Brock & Blackwell LLP) and
Financial Advisor.

2. The Monitor has not audited or otherwise attempted to verify the accuracy or
completeness of the financial information relied on to prepare this Second Report in
a manner that complies with Canadian Auditing Standards (“CAS”) pursuant to the
Chartered Professional Accountants of Canada Handbook and, accordingly, the
Monitor expresses no opinion or other form of assurance contemplated under the CAS
in respect of such information. Any party wishing to place reliance on the financial
information should perform its own diligence.
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An examination of the Cash Flow Forecast as outlined in the Chartered Professional
Accountants of Canada Handbook has not been performed. Future oriented financial
information relied upon in this Second Report is based upon the Applicants'
assumptions regarding future events; actual results achieved may vary from this
information and these variations may be material. The Monitor expresses no opinion
or other form of assurance on whether the Cash Flow Forecast will be achieved.

1.3 Currency

1.

Unless otherwise noted, all currency references in this Second Report are in Canadian
dollars.

2.0 Background

2.1 Overview

1.

The Affidavit of Sarah Eskandari sworn September 13, 2023 in support of the CCAA
application (the “First Eskandari Affidavit”), and the Pre-Filing Report both provide
background information with respect to the Applicant’s business and operations,
including the reasons for the commencement of these CCAA proceedings.
Accordingly, that information is not repeated in this Second Report.

BioSteel produced consumer products, including ready-to-drink sports drinks
(“RTDs”), hydration mixes and supplements, which were available at retailers across
Canada, the United States and online. At the commencement of the CCAA
proceedings, each of BioSteel Canada, BioSteel US, and BioSteel Manufacturing
placed its respective business into hibernation in order to limit operating costs during
the SISP. Limited staff has remained at the expense of Canopy Growth Corporation
("Canopy") and its affiliate during this time to allow the BioSteel entities to maintain
limited operations and to facilitate the SISP.

Canopy owns approximately 90.4% of the shares of BioSteel Canada. As of the Filing
Date, Canopy and an affiliate have made secured loans of approximately $366 million,
excluding interest and costs, to BioSteel Canada. As discussed below, the Additional
Applicants are guarantors on a separate credit facility under which Canopy and an
affiliate are the borrowers and approximately US$430 million in principal was
outstanding as of November 1, 2023.

Court materials, notices and other information relating to these proceedings, including
the Eskandari Affidavits and the Reports of the Monitor, are available on the Monitor’s
website at the following link: www.ksvadvisory.com/experience/case/biosteel.
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3.0 SISP’

3.1 Marketing Process

1. The Applicant, with the assistance of Greenhill and under the supervision of the
Monitor, has carried out the SISP in accordance with the SISP Approval Order. A
summary of the SISP is as follows:

a)

following the issuance of the SISP Approval Order, the Applicant and Greenhill
launched the SISP on September 21, 2023 by distributing an interest solicitation
letter detailing the acquisition opportunity (the “Teaser”) to potential purchasers
and investors;

the Teaser was sent to 78 potentially interested parties, of which 20 parties had
shown interest in BioSteel prior to the commencement of the SISP. Interested
parties were comprised of Canadian and US operators, financial groups and
other strategic parties, including certain parties that contacted the Monitor
directly following the commencement of these CCAA proceedings. In compiling
the list of potentially interested parties, Greenhill sought input from the
Applicant, the Applicant’s counsel and the Monitor;

attached to the Teaser was a form of non-disclosure agreement (“NDA”) and
the SISP Approval Order. Parties that executed the NDA were provided the
opportunity to access an online data room managed by Greenhill;

interested parties that executed an NDA were provided with a confidential
information memorandum and access to a virtual data room;

the virtual data room contained certain historical and projected financial
information and certain other relevant diligence information, including
operational metrics, personnel information and material contracts and
agreements. An electronic copy of a template form of asset purchase
agreement was also made available in the data room;

the SISP provided that a “Qualified Bid” must provide for, among other things,
cash consideration sufficient to pay, at a minimum: (i) any obligations in
connection with the Charges (as defined in the ARIO) and any obligations in
priority thereto; and (ii) $2 million to fund a wind-up of these CCAA proceedings
and any further proceedings or wind-up costs;

Qualified Bids were also to be accompanied by payment of a deposit in the
amount of 10% of the proposed purchase price, payable by wire transfer to the
Monitor, in trust; and

pursuant to the SISP, the deadline for interested parties to submit a Qualified
Bid was 5:00 p.m. (Eastern Time) on October 16, 2023 (the “Bid Deadline”).

' Capitalized terms in this section have the meaning provided to them in the SISP or SISP Approval Order unless
otherwise defined herein.
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3.2 SISP Results

1.

Based on information provided by Greenhill, a summary of the results of the SISP is
as follows:

a) 41 parties executed the NDA (including parties that had previously executed an
NDA in respect of the pre-filing sale process) and all parties that engaged further
in the SISP received the confidential information memorandum;

b) 32 parties accessed the data room in the SISP;
c) 11 parties submitted due diligence questions;

d) 4 parties conducted tours of the manufacturing facility located in Verona,
Virginia;

e) 8 parties submitted bids prior to the Bid Deadline;
f) 6 of the bids received were Qualified Bids; and

g) ofthe 6 Qualified Bids, 2 were for all or substantially all of the BioSteel business
or its assets, and 4 were for select assets.

Greenhill's summary of the offers received pursuant the SISP (the “Offer Summary”)
is included at Confidential Appendix “1”.

To allow for additional negotiations in the interest of maximizing value, the Applicant,
in consultation with Greenhill and the Monitor, informed all Qualified Bidders that the
deadline to select a successful bid under the terms of the SISP was revised first from
October 23, 2023 to October 30, 2023, subsequently to October 31, 2023 at 5:00pm
and ultimately to October 31, 2023 at 11:59 pm. Further, in connection with the
extension of the deadline to select a Successful Bid, the Applicant also notified bidders
of the following milestone date amendments:

Milestone Prior Deadline Revised Deadline
Deadline to Select Successful Bid (if any) October 23, 2023 October 31, 2023
Approval and Vesting Order hearing November 3, 2023 November 16, 2023
Qutside Date for Closing of Successful Bid  November 15, 2023 November 30, 2023

During the extension period, Greenhill, with the assistance of the Applicant, its
counsel and the Monitor, worked with the Qualified Bidders to attempt to clarify and/or
improve the Qualified Bids, and certain revised Qualified Bids were submitted. Nearly
2 weeks after the Bid Deadline, an additional bid was received that did not comply
with the Qualified Bid terms and was not competitive from a financial perspective.

On October 31, 2023, Greenhill advised each of DC and GPI that it had been selected
as a Successful Bidder in respect of its Qualified Bid under the terms of the SISP.
The Qualified Bids from DC and GPI were non-overlapping.

Greenhill also advised 2 other Qualified Bidders that they had been selected as a
“Back-up Bidder” in accordance with the SISP. A copy of the purchase agreements in
respect of the Back-Up Bids is attached at Confidential Appendix “2”.
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4.0 Transactions?
4.1 BioSteel Canada Transaction
1. The BioSteel Canada Purchase Agreement contemplates a transaction whereby DC
will purchase the intangible assets and intellectual property of BioSteel, and certain
of the Applicant’s finished goods.
2. The key terms and conditions of the BioSteel Canada Purchase Agreement are
provided below, and the unredacted agreement is attached in Confidential Appendix
“3”.

° Purchased Assets: the BioSteel Canada Purchased Assets include:

a) the Applicant’s intangible assets and intellectual property;
b)  the Applicant’s formulas and recipes;
c) allinventory of BioSteel Canada, other than Excluded Inventory; and
d) certain specified fixed assets, furniture and fixtures.
° Purchase Price: The Applicant is seeking to seal the purchase price (the “DC

Purchase Price”). DC shall pay any applicable transfer taxes in addition to the
DC Purchase Price.

° Deposit: DC has paid a deposit representing 10% of the DC Purchase Price.

o Closing Date: five business days after the satisfaction or waiver of all
conditions, or such other date as may be agreed between the parties, provided
that the Closing Date shall be no later than the Outside Date.

° Outside Date: November 30, 2023, or such later date as BioSteel Canada, with
the consent of the Monitor, and DC may agree to in writing, each acting
reasonably.

° Excluded Assets: Among other things:

a) all Excluded Inventory;

b) all pending and executory contracts or agreements to which BioSteel
Canada is a party or by which BioSteel Canada is bound or in which
BioSteel Canada has, or will at Closing have, any rights or by which any
of its property or assets are or may be affected; and

c) all accounts receivable owing to BioSteel Canada as of the Closing Date.

2 Capitalized terms in this section have the meaning provided to them in the BioSteel Canada Purchase Agreement or
the Manufacturing Purchase Agreement unless otherwise defined herein.
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Assumed Liabilities: No liabilities will be assumed other than the costs and
fees associated with recording the transfer and assignment of any registered
Intellectual Property comprising a part of the BioSteel Canada Purchased
Assets and all Liabilities from and after Closing in respect of any contracts
underlying the intangible assets and intellectual property included in the
Purchased Assets which the Purchaser elects to assume.

Excluded Liabilities: All Liabilities associated with BioSteel Canada’s
operations of its business prior to Closing, including any cure costs.

Employee Matters: All individuals employed in connection with BioSteel
Canada's business are employed by Canopy or its affiliates. The BioSteel
Canada Purchase Agreement does not provide for DC to assume any
employees related to the BioSteel Canada business.

Representations and Warranties: Consistent with the standard terms of an
insolvency transaction, i.e. to be sold on an “as is, where is” basis, with limited
representations and warranties.

Conditions to Closing: The material conditions to closing are that the BioSteel
Canada AVO and US Recognition Order shall have been obtained and shall be
final.

Post-Closing Sales of Qualified and Unqualified Inventory

i. For a period of 120 days following the Closing Date (the “Sale Period”),
DC (on behalf of BioSteel Canada) shall have the exclusive right to sell
any Excluded Inventory that has greater than 19 months’ shelf life from
the Closing Date and is not subject to encumbrance (“Qualified Inventory”)
through DC’s distribution channels at a price reasonably agreed upon
between BioSteel Canada and DC.

ii. DC will be entitled to a fee of the net sales of Qualified Inventory, payable
on a monthly basis.

iii. BioSteel Canada shall be permitted to sell Excluded Inventory that is not
Qualified Inventory (“Unqualified Inventory”) to consumers located in
Canada or to wholesalers for the purpose of resale withing Canada.

iv. DC shall grant a non-exclusive, royalty-free license to BioSteel, or a
subsequent trustee in bankruptcy, to use Purchased Intellectual Property
for the purpose of marketing Unqualified Inventory for sale, such license
for a term of 24 months after the Closing Date.

V. Prior to the end of the Sale Period, DC shall have the right to acquire the
remaining Qualified Inventory at the applicable cost. If notice of intent to
purchase is not received from DC prior to the end to the Sale Period,
BioSteel Canada will have sole discretion to sell the remaining Qualified
Inventory.
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Termination: The BioSteel Canada Purchase Agreement can be terminated
by DC and/or the Applicant:

a)

b)

d)

on mutual written agreement between BioSteel Canada (with the consent
of the Monitor) and DC;

by BioSteel Canada (with the consent of the Monitor) or DC if Closing has
not taken place by the Outside Date; or the BioSteel Canada AVO is not
obtained on or before November 30, 2023 (subject to availability of the
Court), provided that the failure to close or obtain the BioSteel Canada
AVO is not caused by a breach of the agreement or by the party proposing
to terminate the agreement;

if the conditions contained in the BioSteel Canada Purchase Agreement
are not achieved; or

if there has been a material violation or breach by a party of any covenant,
representation or warranty that would prevent the satisfaction of any
closing condition in favour of the other party on the Closing Date and such
violation or breach has not been waived or cured in accordance with the
BioSteel Canada Purchase Agreement.

4.2 BioSteel Manufacturing Transaction

1. The Manufacturing Purchase Agreement contemplates a transaction whereby GPI will
purchase substantially all of the assets of BioSteel Manufacturing.

2.  The key terms and conditions of the Manufacturing Purchase Agreement are provided
below and the unredacted agreement is attached in Confidential Appendix “4”.

Purchased Assets: The Manufacturing Purchased Assets are substantially all

of the assets of BioSteel Manufacturing, including:

a)

b)

c)

BioSteel Manufacturing’s property, plant and equipment and other fixed
assets listed in certain exhibits to the Manufacturing Purchase Agreement;

all inventories, including spare parts at the operating facility in Verona,
Virginia; and

all production reports and records, equipment logs, operating guides and
manuals related to the property, plant, and equipment.

Purchase Price: The Applicants are seeking to seal the purchase price (the

“GPI Purchase Price”).

GPI shall pay any applicable transfer taxes associated with the acquisition of
the Purchased Assets.

Deposit: GPI has paid a deposit equal to 10% of the cash component of the
GPI Purchase Price.
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Closing Date: The parties shall use commercially reasonable efforts to close
before the Outside Date.

Outside Date: November 30, 2023, or such later date and time as GPI, with the
consent of the Monitor and BioSteel Manufacturing may agree to in writing, each
acting reasonably; provided, however, that if the motion for the BioSteel
Recognition Order is not heard on an expedited basis, the Outside date will be
extended to 10 Business Days after the ruling on such motion; provided further
that in no event shall the Outside Date be extended beyond December 15, 2023.

Assumed Liabilities: GPI will not assume any liabilities of BioSteel
Manufacturing, except for the future liabilities and obligations associated with
the lease in Verona, Virginia (the “Lease”), which shall be assigned by BioSteel
Manufacturing to GP pursuant (i) to the terms of a lease assignment and
landlord consent agreed to by the parties (the “Lease Assignment and Landlord
Consent”), or (i) an assignment Order (the “Assignment Order”).

Excluded Liabilities: All liabilities of BioSteel Manufacturing and its affiliates,
other than all liabilities of BioSteel Manufacturing in respect of the Lease.

Employee Matters: All individuals employed in connection with BioSteel
Manufacturing's business are employed by Canopy and its affiliates. BioSteel
Manufacturing and its affiliates will provide GPI information with respect to such
employees as may be reasonably required for GPI to assess whether an offer
of employment will be extended. Following closing, GPI will have the right, but
not the obligation, to extend employment offers to any such employees it wishes
to employ.

Representations and Warranties: Consistent with the standard terms of an
insolvency transaction, i.e. to be sold on an “as is, where is” basis, with limited
representations and warranties.

Conditions to Closing: Material conditions to closing include, among other
things:

i. BioSteel Manufacturing shall have been added as an Applicant in the
CCAA proceedings;

ii. the Manufacturing AVO in the CCAA Proceedings and the BioSteel
Recognition Order and the Bankruptcy Court Sale Order in the US
Chapter 15 recognition proceedings shall have been obtained and shall
be final; and

iii. if the fully executed Lease Assignment and Landlord Consent has not
been delivered by the parties, the Court shall have issued the Assignment
Order, which shall be final.

Termination: The Manufacturing Purchase Agreement can be terminated by
GPI and/or BioSteel Manufacturing:

a) on mutual agreement between BioSteel Manufacturing (with the consent
of the Monitor) and GPI;
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b) by BioSteel Manufacturing with the consent of the Monitor, or by GPI upon
written notice, if Closing has not taken place by the Closing Date or the
Manufacturing AVO or the Bankruptcy Court Sale Order are not obtained
by the Closing Date;

c) if the conditions contained in the Manufacturing Purchase Agreement are
not achieved;

d) if all or substantially all of the Purchased Assets are lost or destroyed prior
to the Closing Time; or

e) ifthere has been a material violation or breach by a party of any covenant,
representation or warranty that would prevent the satisfaction of any
closing condition in favour of the other party on the Closing Date and such
violation or breach has not been waived or cured in accordance with the
Manufacturing Purchase Agreement.

4.3 Sealing of the Confidential Appendix

1.

The Applicants seek to seal the Confidential Appendix. As discussed above, the
Confidential Appendix contains: (i) the Offer Summary; (ii) unredacted copies of the
Purchase Agreements; and (iii) unredacted copies of the Back-Up Bids. For the
reasons that follow, among others, the Monitor agrees that sealing the Confidential
Appendix is necessary and appropriate in the circumstances.

The Confidential Appendix contains detailed and competitively sensitive information
regarding the bids received, including the proposed purchase prices and certain
schedules. The disclosure of this information prior to closing could prejudice the
Applicants’ ability to maximize value for its stakeholders by hindering their ability to
pursue alternate transactions.

The Monitor notes that participants in the SISP included former company insiders of
the Applicant as well as participants in the beverage industry. Following discussions
with the Financial Advisor and the Applicant, the Monitor is concerned that disclosure
of the information contained in the Confidential Appendix could be used by these
parties to attempt to frustrate the completion of one or both Transactions, to the
detriment of the Applicant and its stakeholders. Therefore, the Monitor’s view is that
sealing the Confidential Appendix is necessary both to maintain the integrity of the
SISP, as well as to promote the efficient and expedient closing of the Transactions.

Redacted copies of the Purchase Agreements were filed with the Applicants’ motion
materials, and summaries of the key terms of same are contained in the Applicants’
motion materials and herein. The Applicants seek to seal the Confidential Appendix
only until closing of the Transactions, which is appropriately limited in the
circumstances.

ksv advisory inc. Page 12 of 18



4.4 Transaction Recommendations

1.

The Monitor recommends that the Court issue an Order approving the Transactions
for the following reasons:

a) inthe Monitor’'s view, the SISP was commercially reasonable and conducted in
accordance with the SISP Approval Order, including the timelines it established,
which allowed the opportunity for the market to be broadly canvassed and
provided an opportunity for parties to perform due diligence. This is evidenced
by the Applicant having received 6 Qualifying Bids;

b)  collectively, the Transactions provide for the greatest recovery available in the
circumstances and are more beneficial to creditors than a sale or disposition in
a bankruptcy based on the liquidation analysis prepared by Canopy's financial
advisor, which has been reviewed by the Monitor;

c) the proposed assignment of Lease is necessary to complete the Manufacturing
Transaction, and the Monitor has been provided evidence that GPI has the
financial resources to perform its obligations under the Lease;

d) Canopy and its affiliate, BioSteel Canada’s fulcrum secured creditors which will
realize a substantial loss on their secured debt, are supportive of the
Transactions;

e) Greenhill, which has extensive experience in M&A transactions and deep
knowledge of BioSteel, is of the view that, collectively, the Transactions are the
best outcome currently available to BioSteel and the consideration to be
received, taken as a whole, is fair and reasonable given the facts and
circumstances of Biosteel and this CCAA proceeding; and

f) the Monitor does not believe that further time spent marketing BioSteel’s
business and assets will result in a superior transaction. Moreover, BioSteel
does not have the funding required to continue its business (and has already
put its operations into hibernation), nor this CCAA proceeding, during any further
marketing process.

The Ancillary Relief Order provides that the amounts owed to Greenhill for its
Transaction Fees (up to US$2.5 million calculated by subtracting the Monthly Advisory
Fees paid as of the date of the Base Transaction Fee becomes payable), which are
secured by the Transaction Fee Charge, shall be split pro rata between BioSteel
Canada and BioSteel Manufacturing based on the Purchase Price listed in each
applicable transaction. The Monitor is of the view that the Transaction Fees should be
split proportionally in such a manner as the Financial Advisor had been retained to
sell the BioSteel business which is held by several entities. The Monitor understands
that Canopy and its affiliate are supportive of the proposed proportionate split.
Pursuant to the Ancillary Relief Order, after the payment of the Transaction Fees
referenced above, the Transaction Fee Charge shall be automatically released and
terminated without any further action.
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5.0 Other matters

5.1 Additional Applicants

1.

Pursuant to the Ancillary Relief Order, BioSteel seeks to add BioSteel Manufacturing
and BioSteel US each as an “Applicant” in this CCAA proceeding. The addition of the
Additional Applicants will facilitate the BioSteel Manufacturing Transaction and the
ultimate wind-up of the remaining BioSteel business.

As discussed in further detail in the Third Eskandari Affidavit, the Additional Applicants
were both incorporated in Delaware and operate in the United States. The Additional
Applicants are not subsidiaries of the Applicant, but they are entirely dependent upon
the Applicant for their operations, management and business, and both operate on a
fully integrated basis with the Applicant.

BioSteel US engaged in marketing and distribution of BioSteel-branded products to
businesses in the United States, and fulfilled business customer purchase orders by
way of a supply and distribution agreement between BioSteel Canada and BioSteel
US pursuant to which the Applicant provides all order processing, shipping and billing
services and BioSteel US acquires title immediately before the onward sale to its
customer.

BioSteel Manufacturing historically produced RTDs for BioSteel Canada and
manufactured and supplied products to Flow Beverages Inc. (discussed further
below). BioSteel Manufacturing owns certain valuable manufacturing equipment and
a lease for industrial space in Verona, Virginia.

The Monitor understands that, prior to the commencement of the CCAA proceeding,
BioSteel Canada contracted for the manufacture of RTDs (both with BioSteel
Manufacturing and through third parties), Hydration Mix (through third party CMOs)
and other products and sold products both within Canada and online. In the United
States, BioSteel products were distributed through BioSteel US on a business to
business basis. Since the Filing Date, BioSteel Canada has not requested any
production of product from BioSteel Manufacturing and has not paid for the supply of
any goods. The Monitor understands that BioSteel Canada has paid certain limited
obligations of BioSteel Manufacturing to maintain the value of its assets and to comply
with applicable laws.

Prior to the commencement of the CCAA proceeding, the Monitor understands that
each of the Additional Applicants deposited a retainer with counsel to BioSteel in
Toronto, Ontario.

The Monitor agrees that the Additional Applicants’ centre of main interests is Canada.
As noted in the Third Eskandari Affidavit, the Additional Applicants cannot function
without critical support from BioSteel Canada; many of the Additional Applicants’
operational elements are carried out in Canada; each of the Additional Applicants has
entered into contracts with the notice provisions requiring notice to be delivered in
Ontario and counterparties regularly accepted instruction from parties located in
Toronto, which indicates to creditors that the Additional Applicants are based in
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Canada; and the boards of directors of the BioSteel entities are substantially similar
and each include a Canadian board member.

8. The Monitor agrees with BioSteel that the Additional Applicants are insolvent and do
not have sufficient liquidity to meet their secured and unsecured trade payables and
liabilities.

9. As set out in more detail in the Third Eskandari Affidavit, the Additional Applicants
entered into a Guarantee Agreement through which the Additional Applicants
guaranteed, jointly and severally and as primary obligors, the due and punctual
payment and performance of the obligations of Canopy and its affiliate under the
Canopy Credit Agreement. In connection therewith, the Additional Applicants are also
"Pledgors" pursuant to a Canadian Pledge and Security Agreement and a US Pledge
and Security Agreement, pursuant to which the Additional Applicants granted broad
security interests in all right, title and interest in or to each Additional Applicant's
undertakings, assets and properties now owned or at any time thereafter acquired by
such Additional Applicant in which such Additional Applicant now has or at any time
in the future may acquire any right, title or interest. As at November 1, 2023,
approximately US$430 million in principal was outstanding under the Canopy Credit
Agreement. BioSteel US and BioSteel Manufacturing each also have various
unsecured creditors.

10. On November 8, 2023, the administrative agent under the Canopy Credit Agreement
and Canopy entered into a Limited Waiver Agreement that, among other things,
waives any default that may arise as a result of the commencement of proceedings
by BioSteel and preserves the rights of the administrative agent and senior secured
lenders to enforce and collect on their claims as secured creditors against the
Additional Applicants in these proceedings or to take actions in furtherance of same.
The Limited Waiver Agreement allows the Additional Applicants to commence these
proceedings, but preserves the rights of the administrative agent and senior secured
lenders to enforce and collect on their claims as secured creditors and to receive all
of the net proceeds received by the Additional Applicants in connection with the
disposition of their respective assets pursuant to the Manufacturing Transaction.

11. After the closing of the Transactions, the Additional Applicants will be unable to
continue operations. The Additional Applicants have no employees of their own, and
Canopy has advised that it is unwilling to continue providing employee services other
than as needed to facilitate these proceedings and the wind-down of BioSteel. Further,
BioSteel Manufacturing does not have operating income since BioSteel Canada
ceased placing orders for RTD production and Canopy gave notice of its intent to
terminate most employees providing services to BioSteel — it will also have no
operating assets after the closing of the Manufacturing Transaction. Finally, BioSteel
US will have no go-forward operations and will need to wind down following closing of
the BioSteel Canada Transaction.

12. Based on the above, the Monitor is of the view that adding the Additional Applicants
is necessary and appropriate in the circumstances, and is not likely to prejudice any
stakeholders.
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5.2 Intercompany Transactions

1.

To facilitate the needs of the business in the ordinary course, BioSteel Canada,
BioSteel Manufacturing and BioSteel US have historically engaged in certain
intercompany transactions. These fund movements are reconciled for the purposes
of financial reporting and tax returns on an annual basis. The BioSteel bank accounts
and the intercompany movement of funds in accordance with past practices between
the BioSteel entities and Canopy constitute the cash management system of BioSteel,
which BioSteel seeks approval of pursuant to the Ancillary Order. The Monitor
believes the relief sought is appropriate and necessary in the circumstances. The
Monitor intends to continue to review all intercompany transactions.

5.3 Flow Beverages Corp.

1.

As set out in the Third Eskandari Affidavit, BioSteel Manufacturing manufactured and
supplied projects to Flow Beverages Inc. (“Flow US”), a US affiliate of Flow, pursuant
to a co-manufacturing agreement (“CMA”). The Monitor understands that BioSteel
Manufacturing, Flow US, and Canopy also entered into an Asset Purchase Agreement
as of November 8, 2022 (the “Flow APA”) pursuant to which Flow was granted a right
of first offer (the “ROFQ”) in respect of certain specified assets, and subject to certain
specified exceptions, including in connection with a sale of all or substantially all of
the assets of BioSteel Manufacturing.

Another affiliate of Flow submitted a Qualified Bid in the SISP. Subsequent to the
Qualified Bid Deadline in the SISP, on November 1, 2023, Flow delivered a letter to
BioSteel and the Financial Advisor in which Flow asserted that the ROFO had been
triggered by the SISP, such that (i) BioSteel was obligated to issue a ROFO notice in
accordance with the Flow APA, and (ii) BioSteel and the Financial Advisor were
obligated to disclose the terms of all Qualified Bids submitted in the SISP.

Also on November 1, 2023, counsel to the Applicant responded to Flow’s letter and
advised, among other things, that (i) the SISP authorized the Applicant and the
Financial Advisor to market substantially all of the equity and assets of the BioSteel
Entities; (ii) the SISP had been conducted in accordance with its terms under the
supervision of the Monitor; and (iii) in order to maintain the integrity of the SISP, no
details of competing Qualified Bids would be provided to Flow.

On November 2, 2023, counsel to Flow delivered a letter to the Monitor and counsel
to the Monitor requesting the Monitor's views on the Applicant's positions expressed
in its November 1, 2023 letter and reiterating the request for certain information
regarding the SISP.

On November 3, 2023, counsel to the Monitor responded to Flow's counsel, among
other things, (i) confirming that maintaining the integrity of the SISP is of the utmost
importance, (ii) confirming its support of the Applicant's position that the SISP
authorized the Applicant to market substantially all of the BioSteel Entities' equity and
assets, and the SISP did not contemplate providing any bidder with details of any
other bidder's bids; and (iii) expressing the Monitor's view that, in any event, the ROFO
was not triggered by the SISP or any transactions resulting therefrom given that there
is a sale of all or substantially all of the assets of BioSteel Manufacturing. Each of the
letters referred to in this Section 5.3 attached hereto at Appendix “C”.
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As of the date of this Report, the Monitor has not received any response to its
November 3, 2023 letter.

The Monitor notes the following with respect to these matters:

a. counsel to Flow was added to the service list as of September 14, 2023 and
was served with notice of the SISP Approval Order motion;

b. the SISP Approval Order was granted on an unopposed basis;

C. as set out above, the SISP authorizes the solicitation of transactions in respect
of, among other things, “the equity or all or substantially all of the assets of [...]
BioSteel Sports Nutrition USA LLC and BioSteel Manufacturing LLC”;

d. as set out above, the SISP was carried out in accordance with its terms by the
Applicant and the Financial Advisor, under the supervision of the Monitor;

e. the SISP does not contemplate the possibility of BioSteel Manufacturing issuing
a ROFO notice at the end of the SISP, and the Monitor believes such a result
would negatively affect the integrity of the SISP; and

f. in any event, the BioSteel Manufacturing Transaction contemplates the sale of
all or substantially all of the assets of BioSteel Manufacturing such that the
ROFO is not applicable.

5.4 BioSteel Loyalty Program

1.

The Applicant is seeking specific approval to discontinue its customer Loyalty
Program. As set out in the Third Eskandari Affidavit, approximately 45,000 individuals
are registered in the Loyalty Program, and since the commencement of these
proceedings, all point redemptions related to products and merchandise have been
disabled.

Neither of the SISP Transactions contemplate the continuation or assumption of the
Loyalty Program, and accordingly, the Applicant and the Monitor believe it is
appropriate to take steps to terminate it at this time.

6.0 Cash Flow Forecast

1.

The Applicants, with the assistance of the Monitor, have prepared the Cash Flow
Forecast for the period November 13, 2023 to January 31, 2024 (the “Forecast
Period”). The Cash Flow Forecast has been prepared for all of the Applicants on
consolidated basis. The Cash Flow Forecast and the Applicants’ statutory report on
the cash flow pursuant to Section 10(2)(b) of the CCAA is attached as Appendix “D”.

The Cash Flow Forecast contemplates that the Transactions will close on or about
November 30, 2023 and that remaining operations are wound down thereafter.
Proceeds from the Transactions have been excluded from the Cash Flow Forecast.
Even without the proceeds, the Cash Flow Forecast reflects that the Applicants will
have sufficient liquidity through the Forecast Period.
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3. Based on the Monitor’s review of the Cash Flow Forecast, the cash flow assumptions
appear reasonable.

4.  The Monitor’s statutory report on the Cash Flow Forecast is attached as Appendix “E”.

7.0 Stay Extension

1.  The Stay of Proceedings is currently set to expire on November 17, 2023. The
Applicants are requesting an extension of the Stay of Proceedings until January 31,
2024 to allow time for the Applicants to sell any remaining inventory, collect on
accounts receivable, and conduct a wind-down of its remaining business. The
extension of the Stay of Proceedings will also allow the Applicants time to prepare
materials and return to Court to seek further relief, including the authority to make
distributions of the net proceeds from the Transactions to the Applicants’ secured
creditors.

2. The Monitor supports the request for an extension of the Stay of Proceedings for the
following reasons:

a)

b)

the Applicant has been acting, and continues to act, in good faith and with due
diligence;

the Monitor does not believe that any creditor will be prejudiced by the extension
being sought;

it will provide the Applicant and BioSteel Manufacturing the time required to work
with DC and GPI, and their respective legal counsel, to complete the
Transactions;

as of the date of this Report, the Monitor is not aware of any party opposed to
an extension; and

based on the Cash Flow Forecast, the Applicants are projected to have
sufficient liquidity until January 31, 2024.

8.0 Conclusion and Recommendation

1. Based on the foregoing, the Monitor respectfully recommends that this Honourable
Court make the orders granting the relief detailed in Section 1.1(1)(j) of this Report

* * *

All of which is respectfully submitted,

/;(g/ %87&%(/‘7&/{7 /ﬁC .

KSV RESTRUCTURING INC,,

IN ITS CAPACITY AS MONITOR OF

BIOSTEEL SPORTS NUTRITION INC.

AND IN ITS CAPACITY AS PROPOSED MONITOR

OF BIOSTEEL SPORTS NUTRITION USA LLC AND BIOSTEEL MANUFACTURING LLC
AND NOT IN ITS PERSONAL CAPACITY
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BioSteel Sports Nutrition Inc.
Projected Statement of Cash Flows
For the Period Ending April 30, 2024
(Unaudited; C$000s)

Note 15-Dec-23  22-Dec-23  29-Dec-23  05-Jan-24  12-Jan-24  19-Jan-24  26-Jan-24  02-Feb-24  09-Feb-24  16-Feb-24  23-Feb-24  01-Mar-24  08-Mar-24  15-Mar-24  22-Mar-24  29-Mar-24  05-Apr-24  12-Apr-24  19-Apr-24  26-Apr-24  30-Apr-24 Total
1,2
Receipts
Collection of Accounts Receivable 262 262 262 262 262 12 112 112 112 112 - - - - - - - - - - - 1,874
Monetization of remaining inventory 352 352 352 352 352 352 352 352 352 352 352 352 352 352 352 352 - - - - - 5,630
Total Receipts 3 614 614 614 614 614 464 464 464 464 464 352 352 352 352 352 352 - - - - - 7,504
Disbursements
Payroll 4 - - - - - - - - - - - - - - - - - - - - - -
Other operating expenses 5 271 186 415 186 186 186 186 329 186 186 186 329 186 186 186 186 870 20 20 20 20 4,527
Contingency 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 525
Total Operating disbursements 296 211 440 211 211 211 211 354 211 211 211 354 211 211 211 211 895 45 45 45 45 5,052
Net Cash Flow before the Undernoted 318 403 174 403 403 253 253 110 253 253 141 (3) 141 141 141 141 (895) (45) (45) (45) (45)] 2452
Professional Fees 6 3,288 500 500 500 250 250 250 250 100 100 100 100 50 50 50 50 20 20 20 20 20 6,488
Net Cash Flow (2.970) @0 (326) @0 153 3 3 (140) 153 153 i (103) of of of of (915) (65) (65) (65) (65) (4,036
Opening Cash balance 7 60,288 57,318 57,221 56,896 56,799 56,952 56,955 56,959 56,819 56,972 57,125 57,166 57,064 57,154 57,245 57,336 57,427 56,512 56,447 56,382 56,317 60,288
Net Cash Flow 2,970; 97, 326 97, 153 3 3 (140) 153 153 Ll (103) 91 91 91 91 (915) (65) (65) (65) (65) 4,036;
Closing cash balance 57,318 57,221 56,896 56,799 56,952 56,955 56,959 56,819 56,972 57,125 57,166 57,064 57,154 57,245 57,336 57,427 56,512 56,447 56,382 56,317 56,252 56,252
The above financial proj are based on 's detailed in Appendix "1-1".

The note referenc: to the numbers shown in Appendix "1-1".



BioSteel Sports Nutrition Inc. Appendix "1-1"
Notes to Projected Statement of Cash Flows

For the Period Ending April 30, 2024

(Unaudited; C$000s)

Purpose and General Assumptions

1. The purpose of the projection is to present a forecast of the cash flow of BioSteel Sports Nutrition Inc., BioSteel Sports Nutrition USA LLC, and BioSteel Manufacturing LLC (collectively, "BioSteel" or the
"Companies") for the period December 11, 2023 to April 30, 2024 (the "Period").

2. The projection excludes any distributions from the Cash and Proceeds which may occur for the benefit of the Canopy Growth Corporation or Wilmington Trust, National Association.
Hypothetical

3. Represents projected collections of accounts receivables and future monetization of assets excluded from the BioSteel Canada Transaction.

Most Probable

4. BioSteel's personnel are employed by Canopy Growth Corporation ("Canopy") and, accordingly, payroll obligations are not included in the projection.

5. Other expenses include payments for sundry, inventory warehousing, logistics, and HST remittance.

6.  Represents professional fees of the Monitor, the Monitor’s legal counsel, BioSteel's Canadian and US legal counsel, counsel to the Special Committee, counsel to the lenders to Canopy and the
Applicant’s Financial Advisor.

7. Opening cash reflects actual cash balances as of December 7, 2023.



COURT FILE NO.: CV-23-00706033-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF BIOSTEEL SPORTS NUTRITION INC.,
BIOSTEEL SPORTS NUTRITION USA LLC, AND BIOSTEEL

MANUFACTURING LLC

MANAGEMENT’S REPORT ON CASH FLOW STATEMENT
(paragraph 23(1)(b) of the CCAA)

The management of BioSteel Sports Nutrition Inc., BioSteel Sports Nutrition USA LLC and
BioSteel Manufacturing LLC (collectively, “BioSteel”’) has developed the assumptions and
prepared the attached consolidated statement of projected cash flow as of the 11th day of
December, 2023 for the period December 11, 2023 to April 30, 2024 (“Cash Flow Forecast”). All
such assumptions are disclosed in the notes to the Cash Flow Forecast.

The hypothetical assumptions are suitably supported and consistent with the purpose of the
Cash Flow Forecast as described in Note 1 to the Cash Flow Forecast, and the probable
assumptions are suitably supported and consistent with the plans of BioSteel and provide a
reasonable basis for the Cash Flow Forecast.

Since the Cash Flow Forecast is based on assumptions regarding future events, actual results
will vary from the information presented and the variations may be material.

The Cash Flow Forecast has been prepared solely for the purpose outlined in Note 1 using a
set of probable assumptions set out therein. Consequently, readers are cautioned that the Cash
Flow Forecast may not be appropriate for other purposes.

Dated at Rochester, NY this 11th day of December, 2023.

BIOSTEEL SPORTS NUTRITION INC., BIOSTEEL SPORTS NUTRITION USA LLC, AND
BIOSTEEL MANUFACTURING LLC

‘fi?/ _

Per: Tom Stewart
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COURT FILE NO.: CV-23-00706033-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF BIOSTEEL SPORTS NUTRITION INC.,
BIOSTEEL SPORTS NUTRITION USA LLC, AND BIOSTEEL

MANUFACTURING LLC

MONITOR’S REPORT ON CASH FLOW STATEMENT
(paragraph 23(1)(b) of the CCAA)

The attached consolidated statement of projected cash-flow of BioSteel Sports Nutrition Inc.,
BioSteel Sports Nutrition USA LLC, and BioSteel Manufacturing LLC (collectively, “BioSteel”) as
of the 11th day December, 2023, consisting of a weekly projected cash flow statement for the
period December 11, 2023 to April 30, 2024 (the “Cash Flow Forecast”’) has been prepared by
the management of BioSteel for the purpose described in Note 1, using probable and
hypothetical assumptions set out in the notes to the Cash Flow.

Our review consisted of inquiries, analytical procedures and discussions related to information
supplied by the management of BioSteel. We have reviewed the support provided by
management for the probable and hypothetical assumptions and the preparation and
presentation of the Cash Flow Forecast.

Based on our review, nothing has come to our attention that causes us to believe that, in all
material respects:

a) the hypothetical assumptions are not consistent with the purpose of the Cash Flow
Forecast;

b) as at the date of this report, the probable assumptions developed by management are
not suitably supported and consistent with the plans of BioSteel or do not provide a
reasonable basis for the Cash Flow Forecast, given the hypothetical assumptions; or

c) the Cash Flow Forecast does not reflect the probable and hypothetical assumptions.

Since the Cash Flow Forecast is based on assumptions regarding future events, actual results
will vary from the information presented, and the variations may be material. Accordingly, we
express no assurance as to whether the Cash Flow Forecast will be achieved. We express no
opinion or other form of assurance with respect to the accuracy of any financial information
presented in this report, or relied upon in preparing this report.



The Cash Flow Forecast has been prepared solely for the purpose described in Note 1 and
readers are cautioned that it may not be appropriate for other purposes.

Dated at Toronto, ON this 11th day of December, 2023.
Lo, s <D 4
S Bestrcrig he.

KSV RESTRUCTURING INC.,

solely in its capacity as Court-appointed
monitor of BioSteel Sports Nutrition Inc.,
BioSteel Sports Nutrition USA LLC, and
BioSteel Manufacturing LLC and not

in its personal capacity
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